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BITOU MUNICIPALITY 


FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014 
GENERAL INFORMATION 


NATURE OF BUSINESS 

Bilou Municipality is a local municipality performing the functions as set out in the Constitution. (Act no 105 of 1996) 

This in effect means that the municipality provide services like water, electricity, sewerage and sanitation to the community. Bitou Mun 
also serves as an agent to Provincial Government in providing Housing to the community 

COUNTRY OF ORIGIN AND LEGAL FORM 

South African Category B Municipality (Local Municipality) as defined by the Municipal Structures Act. (Act no 117 of 1998) 
JURISDICTION 

The Bitou Municipality includes the following areas: 

Pletlenbergbay 


MEMBERS OF THE MAYORAL COMMITTEE 

Executive Mayor 
Deputy Executive Mayor 
Speaker 

Mayoral Committee Member 
Mayoral Committee Member 
ORDINARY COUNCILLORS 

Councillor 
Councillor 
Councillor 
Councillor 
Councillor 
Councillor 
Councillor 
Councillor 

MUNICIPAL MANAGER 

MrA.A. Paulse 

CHIEF FINANCIAL OFFICER 
Mr Felix LOUer 
REGISTERED OFFICE 

Sewell Street, Pletlenbergbay, 6600 

Private Bag X 1002. Pletfenbergbay, 6600 

AUDITORS 

Office of the Auditor General 
PRINCIPLE BANKERS 
Standard Bank, Pletlenbergbay 


Councillor M Booysen 
Councillor A. B. van Rhyner 
Councillor A.R. Olivier 
Councillor NM de Waal 
CouncillorE.E Paulse 


Councillor W.R.Craig 
Councillor N.Ndayi 
Councillor M M Mbali 
Councillor Hilda Plaatjies 
Councillor L M Seyisi 
Councillor JJN Sluurman 
Councillor SE Gcabayi 
Councillor S.Besana 
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2013/2014 


MEMBERS OF THE BITOU LOCAL MUNICIPALITY 


WARD 


COUNCILLOR 


1 Valley/Keurbooms/Cowle/Uplands 

2 Plelt South & North 

3 Qolweni/Bossiesgif/PInelree/Portlon of New Horizons 

4 Portion of New Horizons/Porllon of KwaNokuthula 

5 Kwanokuthula 

6 Kwanokuthula 

7 Kranshoek/Harkervllle/portlon of KwaNokuthula 


Councillor N Mde Waal 
Councillor W R Craig 
Councillor L M Seylsi 
Councillor H Plaatjies 
Councillor M M Mbali 
Councillor $ £ Gcabayi 
Councillor J J N Stuurman 


PROPORTIONAL 

Councillors Besana 
Councillor E Paulse 
Councillor A R Olivier 
Councillor M Booysen 
Councillor A B van Rhyner 
Councillor N Ndayl 

APPROVAL OF FINANCIAL STATEMENTS 


I am responsible for the preparation of these annual financial statements for the year ended 30 June 2014, 
which are set out on pages 1 to 86 In terms of Section 126 (1) of the Municipal Finance Management Act and 
which I have signed on behalf of the Municipality. The annual financial statements have been prepared in 
accordance with Generally Recognized Accounting Practice (GRAP). 

I acknowledge that I am ultimately responsible for the system of internal financial control and that the system of 
internal control provides reasonable assurance that the financial records can be relied on. 

I have reviewed the Municipality's cash flow forecast for the year ended at 30 June 2014 and Is satisfied that 
the Municipality can continue In operational existence as a going concern for the foreseeable future. 

The external auditors are responsible for independently reviewing and reporting on the Mun!cipaiil/s financial 
statements. 


I certify that the remuneration of Councillors and in-kind benefits are within the upper limits of the framework 
envisaged in Section 219 of the Constitution, read with the Remuneration of Public Officer Bearers Act and the 
Minister of Provincial and Local Government’s determination In accordance with this Act. 





MrA.A. Paulse 


Date 


Municipal Manager 
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BITOU LOCAL MUNICIPALITY 


STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2014 


NET ASSETS AND LIABILITIES 
Net Assets 

Capital Replacement Reserve 
Accumulated Surplus 

Non-Current Liabilities 

Long-term Liabilities 
Employee benefits 

Current Liabilities 

Consumer Deposits 
Current Employee benefits 
Provisions 

Payables from exchange transactions 

Unspent Conditional Government Grants and Receipts 

Unspent Public Contributions 

Operating Lease Liability 

Current Portion of Long-term Liabilities 

Total Net Assets and Liabilities 

ASSETS 

Non-Current Assets 

Property, Plant and Equipment 
Investment Property 
Intangible Assets 
Heritage Assets 
Non-Current Investments 
Long-Term Receivables 
Current Assets 

Inventory 

Receivables from exchange transactions 
Receivables from non-exchange transactions 
Unpaid Conditional Government Grants and Receipts 
Operating Lease Asset 
Taxes 

Current Portion of Long-term Receivables 
Cash and Cash Equivalents 

Total Assets 


(Restated) 

Notes 2014 2013 

R R 


604 687 332 531 491 877 


2 

7 600 000 

597 187 332 

5 000 000 

526 491 877 


193 333 133 

177 569 371 

3 

120 544 910 

116 606 736 

4 

72 788 224 

60 962 635 


80 416 632 

95 461 351 

6 

5 534 048 

5 225 285 

7 

15 955 035 

14 634 510 

8 

3109 862 

9 318 953 

9 

41 693172 

29 649 051 

10 

518 454 

21 859 992 

11 

919 058 

3 103 793 

22 

474 554 

500 925 

3 

12 212 449 

11 168 842 


878 437 097 

804 522 599 



758 830 439 

710 296 651 

13 

664 827 034 

612 703 782 

14 

88 752 725 

88 755 438 

16 

295 818 

4 108 085 

16 

16512 

16512 

17 

4 879 989 

4 577 513 

18 

58 360 

135 221 


119 606 659 

94 226 049 

19 

2 790654 

2 877 079 

20 

31 113 935 

31 007 450 

21 

17 339 730 

14 646 330 

10 

6 578 526 

280 000 

22 

18 258 

1 095 

12 

12 511671 

3129139 

18 

76 842 

76 465 

23 

49 177 044 

42 208490 


878 437 097 804 522 599 
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BITOU LOCAL MUNICIPALITY 


STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2014 


REVENUE 



2014 

2013 

2013 

Notes 

(Actual) 

R 

(Restated) 

(Previously reported) 
R 


Revenue from Non-exchange Transactions 


Taxation Revenue 

Property taxes 24 

Transfer Revenue 

Government Grants and Subsidies-capital 26 

Government Grants and Subsidies 25 

Pubiic Contributions and Donations 26 

Other Revenue 

Actuarial Gain 4 

Fines 

Revenue from Exchange Transactions 

Service Charges 27 


Rental of Facilities and Equipment 
interest Earned - external investments 
interest Earned • outstanding debtors 
Agency Services 

Other income 28 

Licences and Permits 

Total Revenue 

EXPENDITURE 


Employee related costs 29 

Remuneration of Councillors 30 

Debt Impairment 31 

Collection Cost 

Depreciation and Amortisation 32 

impairments/V/rite-Offs 33 

Repairs and Maintenance 

Actuarial losses 4 

Finance Charges 34 

Bulk Purchases 35 

Contracted services 
Operating Grant Expenditure 

General Expenses 38 


Total Expenditure 

NET SURPLUS FOR THE YEAR 


261631 914 199 399 501 199 060 879 


9501487S 

84154 706 

83 816 084 

95 014 875 


84 154 706 


83 816 084 

137 782 760 

106 238 095 

106 238 095 

47882 956 


22 857 500 


22 857 500 

86994 485 


82 274 364 


82 274 364 

2905319 


1 106 231 


1 106 231 

28 834 280 

9 006 700 

9 006 700 

222 436 


4 143 135 


4 143135 

28 611 844 


4 863 566 


4 863 566 

211318 377 

192 958 434 

192 396186 

186701 753 


176 546 505 

174 984 042 

1 347 280 


1 207 446 

1 207 446 

3 365 138 


2 844 200 

2 844 200 

3 641 102 


3 538 382 

3 538 597 

1 147 129 


1 140 346 

1 140 346 

15 061 925 


8616 673 

8 616 573 

54 049 


64 980 

64 980 


472950 291 

392 357 935 

391 457 065 

134 355 377 

110 967 339 

110 967 339 

4 710 310 

4 045 976 

4 045 97$ 

28 166 537 

11 649 701 

11 649 701 

880066 

901 030 

901 030 

17188 256 

19157 152 

19 329 670 

4 368 066 

10 238 614 

10 238 614 

10611 810 

8 360 046 

8 360 046 

3687 145 

96 683 

96 683 

13683 255 

13 864 033 

13 864 033 

76399 870 

70 486 020 

70 486 020 

14 224 153 

12 300 877 

12 300 877 

49670 305 

45 468 594 

45 468 594 

41 809 683 

39 627140 

39 527 140 

399 754835 

347 063 206 

347 235 623 

73195 456 

45 294 729 

44 221 441 
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BiTOU LOCAL MUNICIPALITY 


STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2014 



Housing 

Capital 

Acciimufated 

Total 


Development 

Replacement 

Surplus/ 



Fund 

Reserve 

(Deficit) 



R 


R 

R 

2012 

Balance at 1 JULY 2012 



494 599 892 

494 599 892 

Correction of error 

- 

- 

(8 402 745) 

(8402 745} 

2013 

Restated Balance at 1 JULY 2012 



486 197147 

486197147 

Net Surplus for the year 

- 

- 

45 294 729 

45 294 729 

Transfer to CRR 

- 

5 000 000 

(5 000 000) 

- 

Restated Balance at 30 JUNE 2013 

2013 

• 

5 000 000 

526 491 876 

531 491 876 

Net Surplus for the year 

- 

- 

73195 458 

73195 456 

Transfer from CRR 

- 

(5 000 000) 

5 000 000 

• 

Transfer to CRR 


7 500 000 

(7 600 000) 

. 

Balance at 30 JUNE 2014 

- 

7 500 000 

597 187 332 

604687 332 
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BITOU LOCAL MUNICIPALITY 


CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2014 


CASH FLOW FROM OPERATING ACTIVITIES 
Receipts 

Ratepayers and other 

Government 

Interest 

Payments 

Suppliers and employees 
Finance charges 

Cash generated by operations 

CASH FLOW FROM INVESTING ACTIVITIES 

Purchase of Property, Plant and Equipment 
Decrease in non-current receivables 
increase in non-current investments 
Net Cash from Investing Activities 

CASH FLOW FROM FINANCING ACTIVITIES 

Loans repaid 

New loans raised 

Increase in Consumer Deposits 

Net Cash from Financing Activities 

NET INCREASE IN CASH AND CASH 
EQUIVALENTS 

Cash and Cash Equivalents at the beginning of the year 
Cash and Cash Equivalents at the end of the year 

NET INCREASE IN CASH AND CASH 
EQUIVALENTS 


Notes 

30 JUNE 2014 

R 

30 JUNE 2013 

R 


278 591 202 
122 587 376 

7 006 240 

259 932 944 
100 077 044 

6 382 583 

34 

{322 732 965) 
(13 683 255) 

(301 325 903) 
(13 864 033) 

38 

71 768 598 

51 202 635 

13 

(69 864 595) 

76 485 
(302 476) 

(40 758 372) 
77 681 
(302 476) 

- 

(70 090 586) 

(40 983168) 


(11 738 487) 

16 720 266 
308 763 

(11 174 604) 
13 795 354 
748 340 


5 290 542 

3 369 089 


6 968 654 

13 588 556 

39 

42 208 490 

49 177 044 

28 619 934 
42 208 490 


6 968 554 

13 588 556 
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BITOU MUNICIPAIITY 


BUDGET COMPARISONS FOR tHE YEAR ENDED 30 JUNE 2014 


AaUAl 



ORIGINAL 


FINAL 


VS 


BUDGET 

ADJUSTMENTS 

BUDGET 

ACTUAL 

BUDGET 


R 

R 

R 

R 

R 

STATEMENT OF FINANCrAl POSITION 






Total current assets 

G418793S 

59838 087 

124026022 

119 606 659 

(4419364) 

Total non- curie nl assets 

721 193448 

47152687 

768306 136 

7S8S30 439 

(9 475 697) 

Total current liabilities 

66078 867 

13444 638 

79523 504 

60416632 

893 127 

Total non- current liabilities 

194 022 769 

11174465 

205 197 235 

193 333133 

(11864 101) 

Total Net Assets 

52S 239747 

82371672 

607 611 419 0 

604 687 332 

(2 924037) 

STATEMENT OF FlNANCtAl PERFORMANCE 






GrapReportlng framework 






Revenue 






Property taxes 

90447001 

9136 773 

99583 774 

95 014 875 

(4 563 899) 

Ooverrmert Grants and Subsldles-Capltal 

36447 000 

- 

36447000 

47 882 956 

11435956 

Government Grants anrj SubsMIes-Operating 

102 OSl 080 


111983355 

86 994 485 

(24 988 870) 

Public Ceittrlbutlons and Donations 

1001600 

2562418 

3567018 

2 90S 319 

(661 699) 

Actuarial Gain 




222436 

222436 

Fines 

4107000 

2 884 285 

6991 285 

28 611844 

21620559 

Service Charges 

191910024 

(20046) 

191 889978 

166 701 753 

(5188 225) 

Rental of Facilities and Equipment 

1213040 

41 628 

1 254 668 

1347 280 

92612 

Interest Earned • external Investments 

1770000 

570 216 

2340 216 

3 365138 

1024 922 

Interest Earned - outstanding debtors 

3300000 


3300000 

3641 102 

341 102 

Agency Services 

1207S00 

(43 354) 

1164 146 

1147129 

(17 017) 

Other Income 

S20081S 

426 526 

5 627 341 

15 061925 

9 434584 

licences and Permits 

73500 

(17 281) 

56219 

54 049 

(2 170) 

Gain on disposal of Property, Plant and Equipment 




0 



438731 $60 

1664116$ 

464 205000 

472 950291 

8 745291 

Expenditure 






Employee related costs 

131913$00 

(t 861 649) 

130051 8S1 

134 355 377 

4 303526 

Remuneration of Councillors 

4 414 $$$ 

297 680 

4 712 235 

4710310 

(1925) 

Debt Impairment 

15018714 


15018 714 

28 166537 

13147 623 

Collection Cost 

750000 

99 357 

849 357 

880066 

30709 

Depredation and Amortisation 

21 095 281 


21095 281 

17 188 256 

(3907 02$) 

ImpalrmentsAViite-Offs 

- 



4 368 066 

4 368066 

Repairs and Maintenance 

11646780 

(619370) 

11027410 

10611810 

(415 600) 

Actuarial losses 



- 

3687 145 

3 687 145 

Finance Charges 

13 844 980 

82245 

13927 22S 

13 683 255 

(243970) 

Eulh Purchases 

77382000 

(3932826) 

73 449 174 

76399870 

2 950696 

Contracted services 

14 108636 

1860 887 

15969523 

14 224 153 

(1745 370) 

Operating Grant Expenditure 

67882000 

4 315110 

72 197 110 

49 670 305 

(2 2 5 2 6 805) 

General Expenses 

44 920791 

1 860 186 

46780977 

41 809 683 

(4 971294) 

Loss on Disposal of PPE 

70000 

(70000) 





403047 237 

2 031 620 

405 078 857 

393 754835 

(5 324 022) 

Transfers recognlsed-operalional 






Net Surplus for the year 

35 684 323 

23441820 

59 126 143 

73195 456 

14069313 


Notional Treasury Reporting framework 



BiTOU MUNICIPAIITY 


BUDGET COMPARISONS FOR THE YEAR ENDED 30 JUNE 2014 

Revenue 


Service charges 

192 923000 

- 

192923000 

186701753 

(6 221 247) 

Investment revenue 

1770000 

- 

1770000 

3 365133 

1S9S338 

Transfers recognlsed-operational 

1020S2 000 

445000 

102497000 

86 994 485 

(15 502 515) 

Other own revenue 

106 803 000 

550000 

107353000 

148 005 959 

40 652 959 

Total Revenue (excluding capital transfers) 

403 S48 000 

995000 

404 543000 

425 067 335 

20 524 335 

Expenditure 






Employee cost 

127 524000 

560000 

128084000 

134 355 377 

6 271377 

Remuneration of cou ncillors 

4 415 000 

- 

4 415 000 

4 710 310 

295 310 

Depreciation & asset Impairment 

21 095 000 

- 

21 095 000 

17 188 256 

(3 906 744) 

Finance charges 

13 845000 

- 

13 845 000 

13 683 255 

(161 745) 

Transfers and gra nts 

2 630 000 

- 

2630000 


(2 630 000) 

Other expenditure 

234 SSI 000 

685000 

235 236000 

229817 636 

(S418 3 64) 

Total Expenditure 

404060000 

1245000 

405 305000 

399754 835 

(5 550 165) 

Surplus 

(512000) 

(250000) 

(762000) 

25312 500 

26 074 500 

Transfers recognlsed-capital 

36447000 

15358000 

51805000 

47 882 956 

(3922044) 

Surplus for theyear 

35 934 000 

15108000 

51042000 

73195 456 

22153 4S6 


CASH flow STATEMENT 






Net Cash from Operating Activities 

58 919495 

37910740 

96830 235 

71768 598 

(25061 637) 

Net Cash from Irtvesting Actfvttiis 

(SO 3^382) 

(15693 027) 

(66028409) 

(70090 586) 

(4 062 177) 

Net Cash from Flnartcing Activities 

(481 275) 

4 395000 

3913725 

5290542 

1376817 

Net lncrease/(de«ease)ln cash and cash equivalents 

8102838 

26612713 

34 715 591 

6968554 

(27 746997) 


OPERATING EXPENOinjflS BY VOTE 


Community & Social Services 

13 769 602 

(1 262 196) 

12 507406 

11 829390 

(678 016) 

Corporate Services 

24 180075 

1 754 298 

25 934 373 

27014 817 

1080444 

Electricity 

98 290 161 

(1959062) 

96331099 

94 49794S 

(1 833 154} 

Executive & Council 

33 987 561 

(325 578) 

33 661 983 

58 334 934 

24 672951 

Budget & Treasury 

29069480 

2 656 101 

31 725581 

27 637654 

(4087927) 

Housing 

$8136582 

4 614 152 

72 750734 

50 24 1 250 

(22 509484) 

Other 

2 882 248 

1 314 720 

4196968 

3 932857 

(264 111) 

Planning & Development 

13 081 632 

(754 551) 

12 327081 

11S91534 

(735547) 

Public Safety 

23199089 

(1848 777) 

21 350312 

21452199 

101887 

Road Transport 

21 835751 

484 381 

22 320 132 

23 631 113 

1310981 

Sport & Recreation 

16523 $38 

(897 273) 

15626265 

15696993 

70728 

Waste Management 

20127633 

469783 

20S97416 

19676 496 

(920 920) 

Watte Water Management 

15 402 374 

507 871 

15 910245 

12 429851 

(3 460 394) 

Water 

2630S 886 

(2 390637) 

23 915249 

27 365 166 

3449917 


(13S6190) 

1356190 





40S43S422 

3719422 

409154 844 

405 332199 

(3822 645) 

CAPITAL EXPENDITURE BY VOTE 






Community & Social Services 

1798700 

288 373 

2087073 

1332 751 

754 322 

Corporate Services 

802081 

850 610 

1 652 691 

1236845 

415 846 

Electricity. 

2436000 

5181303 

7 617 303 

5 372 404 

2 244 899 

Executive S Council 

478000 

- 

478000 

44197 

433 803 

Budget & Treasury 

600000 

462700 

1062 700 

597 030 

465 670 

Planning & Development 

403000 


403 000 

213170 

189 830 

Public Safety 

1497619 


1 532 714 

1150 864 


Housing 

13068461 


13 042661 

19 780 602 


Road Transport 

414D789 

3 118 579 

7 259 368 

7019452 

239 916 

Sport & Recreation 

351250 

2708361 

3059 611 

2 701 147 

358464 

Waste Management 

4655965 

(800303) 

3855 662 

3 708 370 

147 292 

Waste Water Management 

10643491 

8719927 

19 363418 

18 868 656 

494 761 

Water. 

10273162 

(2 762 100) 

7 511 062 

7 511943 

(881) 


51 148 518 

17767450 

68925 263 

69 537 430 

5 743 923 


Re/e/’ to note 53 for explanations of moter!olvor!on<esbttween the orlglncfbudgeloml final budget 

Refer tortoteS4 for explanations of material variances between octtrolomounlsond the Jlttal budget. 

Material variances ore considered for variances larger than R4m////on 
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BITOU MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014 


1. ACCOUNTING PRINCIPLES AND POLICIES APPLIED IN THE FINANCIAL STATEMENTS 
1.1. BASIS OF PREPARATION 

The financial statements have been prepared on an accrual basis of accounting and are in 
accordance with historical cost convention unless specified otherwise. 

The financial statements have been prepared In accordance with the Municipal Finance 
Management Act (MFMA) and effective standards of Generally Recognised Accounting 
Practices (GRAP), including any Interpretations and directives issued by the Accounting 
Standards Board (ASB) in accordance with Section 122(3) of the Municipal Finance 
Management Act, (Act No 56 of 2003). 

Accounting policies for material transactions, events or conditions not covered by the GRAP 
reporting framework , have been developed In accordance with paragraphs 8, 10 and 11 of 
GRAP 3 (Revised - March 2012) and the hierarchy approved in Directive 5 issued by the 
Accounting Standards Board. 

The Municipality resolved to early adopt the following GRAP standards which have been 
Issued but are not effective yet: 


Standard 

Description 

Effective Date 

GRAP 5 (Revised Feb 2013) 

Borrowing Costs 

1 April 2014 

GRAP 1 00 (Revised - Feb 201 3) 

Discontinued Operations 
(formerly known as Non-current 
assets held for Sale and 
Discontinued Operations) 

1 April 2014 


A summary of the significant accounting policies, which have been consistently applied 
except where an exemption has been granted, are disclosed below. 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is 
permitted or required by a Standard of GRAP. 

The accounting policies applied are consistent with those used to present the previous year’s 
financial statements, unless explicitly stated otherwise. The details of any changes in 
accounting policies are explained In the relevant notes to the financial statements. 


In terms of Directive 7: “The Application of Deemed Cost on the Adoption of Standards of 
GRAP” issued by the Accounting Standards Board, the Municipality applied deemed cost to 
Investment Property, Property, Plant and Equipment and Intangible where the acquisition 
cost of an asset could not be determined. 


1.2. PRESENTATION CURRENCY 

Amounts reflected in the financial statements are in South African Rand and at actual 
values. Financial values are rounded to the nearest one Rand. 
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BITOU MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014 


1.3. GOING CONCERN ASSUMPTION 

These financial statements have been prepared on a going concern basis. 


1.4. COMPARATIVE INFORMATION 

When the presentation or classification of items in the financial statements is amended, prior 
period comparative amounts are restated, unless a standard of GRAP does not require the 
restatements of comparative Information. The nature and reason for the reclassification is 
disclosed. Where material accounting errors have been identified in the current year, the 
correction is made retrospectively as far as Is practicable, and the prior year comparatives 
are restated accordingly. Where there has been a change in accounting policy in the current 
year, the adjustment is made retrospectively as far as is practicable, and the prior year 
comparatives are restated accordingly. 


1.5 AMENDED DISCLOSURE POLICY 

Amendments to accounting policies are reported as and when deemed necessary based on 
the relevance of any such amendment to the format and presentation of the financial 
statements. The principal amendments to matters disclosed in the current financial 
statements include errors. 


1.6. MATERIALITY 

Material omissions or misstatements of Items are material if they could, individually or 
collectively, influence the decision or assessments of users of the financial statements. 
Materiality depends on the nature or size of the omission or misstatements judged in the 
surrounding circumstances. The nature or size of the Information item, or a combination of 
both, could be the determining factor. Materiality is determined as 1% of total operating 
expenditure. This materiality Is from management’s perspective and does not correlate with 
the auditor’s materiality. 


1.7. PRESENTATION OF BUDGET INFORMATION 

The presentation of budget information Is prepared in accordance with GRAP 24 and 
guidelines issued by National Treasury. The comparison of budget and actual amounts are 
disclosed as a separate additional financial statement, namely Statement of comparison of 
budget and actual amounts. 

Budget information is presented on the accrual basis and is based on the same period as the 
actual amounts, i.e. 1 July 2013 to 30 June 2014. The budget information is therefore on a 
comparable basis to the actual amounts. 

The comparable information includes the following: 

• the approved and final budget amounts; 

• actual amounts and final budget amounts; 
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Explanations for differences between the approved and final budget are included in the 
Notes to the Financial Statements.. 

Explanations for material differences between the final budget amounts and actual amounts 
are included the Notes to the Financial Statements. 

The disclosure of comparative information In respect of the previous period is not required in 
terms of GRAP 24. 


1.8. STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED 
BUT NOT YET EFFECTIVE 


The following GRAP standards have been issued but are not yet effective and have not 
been early adopted by the Municipality: 


Standard 

Description 

Effective Date 

GRAP 6 

(Revised - Nov 2010 

Consolidated and Separate Financial 

Statements 

The objective of this Standard Is to prescribe the 
circumstances in which consolidated and separate 
financial statements are to be prepared and the 
information to be Included in those financial 
statements so that the consolidated financial 
statements reflect the financial performance, financial 
position and cash flows of an economic entity as a 
single entity. 

No significant impact is expected as the Municipality 
does not have any entitles at this stage to be 
consolidated. 

Unknown 

GRAP 8 

(Revised ~ Nov 2010) 

Interest in Joint Ventures 

The objective of this Standard is to prescribe the 
accounting treatment of jointly controlled operations, 
jointly controlled assets and jointly controlled entities 
and to provide alternatives for the recognition of 
interests in jointly controlled entities. 

No significant impact is expected as the Municipality 
is not involved in any joint ventures. 

Unknown 

GRAP 18 

(Original - Feb 2011) 

Segment Reporting 

The objective of this Standard is to establish 
principles for reporting financial information by 
segments. 

No significant impact Is expected as information to a 

1 April 2015 
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large extent is already included in the appendices to 
the financial statements which do not form part of the 
audited financial statements. 


GRAP 20 

Related Party Disclosure 

Unknown 

(Original - June 2011) 

The objective of this Standard is to ensure that a 
Municipality's financial statements contains the 
disclosures necessary to draw attention to the 
possibility that its financial position and surplus or 
deficit may have been affected by the existence of 
related parties and by transactions and outstanding 
balances with such parties. 



The Municipality resolved to adopt the disclosure 
requirements as per GRAP 20. The information is 
therefore included in the financial statements. 


GRAP 32 

Service Concession Arrangements: Grantor 

Unknown 

(Original - Aug 2013) 

The objective of this Standard is to prescribe the 
accounting for service concession arrangements by 
the grantor and a public sector entity. 



No such transactions or events are expected in the 
foreseeable future. 





GRAP 105 

(Original - Nov 2010) 

Transfer of Functions Between Entities Under 
Common Control 

The objective of this Standard is to establish 
accounting principles for the acquirer and transferor 
in a transfer of functions between entities under 
common control. 

1 April 2016 


No significant impact expected as no such 
transactions or events are expected in the 
foreseeable future. 


GRAP 106 

(Original - Nov 2010) 

Transfer of Functions Between Entities Not 
Under Common Control 

The objective of this Standard is to establish 
accounting principles for the acquirer in a transfer of 
functions between entitles not under common 
control. 

1 April 2015 


No significant impact expected as no such 
transactions or events are expected in the 
foreseeable future. 


GRAP 107 

Mergers 

1 April 2015 


12 






BITOU MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014 


(Original - Nov 2010) 

The objective of this Standard is to establish 
accounting principles for the combined entity and 
combining entities in a merger. 

No significant impact expected as no such 
transactions or events are expected in the 
foreseeable future. 


GRAP 108 

Statutory Receivables 

Unknown 

(Original - Sept 2013) 

The objective of this Standard is to prescribe 
accounting requirements for the recognition, 
measurement, presentation and disclosure of 
statutory receivables. 

No significant impact is expected as the 
Municipality’s current treatment is already in line with 
the Standards treatment. 


IGRAP11 

Consolidation - Special Purpose Entities (SPE) 

The objective of this Interpretation of the Standard is 
to prescribe under what circumstances an entity 
should consolidate a SPE. 

No significant impact is expected as the Municipality 
does not have any SPE’s at this stage. 

Unknown 

IGRAP12 

Jointly Controlled Entitles non-monetary 
contributions 

The objective of this Interpretation of the Standard is 
to prescribe the treatment of profit/loss when an 
asset Is sold or contributed by the venturer to a 
Jointly Controlled Entity (JCE). 

No significant impact is expected as the Municipality 
does not have any JCE's at this stage. 

Unknown 


These standards, amendments and interpretations will not have a significant impact on 
the Municipality once implemented. 


1.9. RESERVES 

1.9.1 Capital Replacement Reserve (CRR) 

In order to finance the provision of infrastructure and other items of property, plant and 
equipment from internal sources, amounts are transferred from the accumulated surplus/ 
to the CRR. The cash in the CRR can only be utilized to finance items of property, plant 
and equipment. The CRR is reduced and the accumulated surplus is credited by a 
corresponding amount when the amounts in the CRR are utilized. 
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1.10. LEASES 

1. 10. 1 Municipality as Lessee 

Leases are classified as finance leases where substantially all the risks and rewards 
associated with ownership of an asset are transferred to the Municipality. Property, plant 
and equipment or intangible assets (excluding licensing agreements for such items as 
motion picture films, video recordings, plays, manuscripts, patents and copyrights) 
subject to finance lease agreements are initially recognised at the lower of the asset's fair 
value and the present value of the minimum lease payments. The corresponding 
liabilities are initially recognised at the inception of the lease and are measured as the 
sum of the minimum lease payments due in terms of the lease agreement, discounted for 
the effect of interest. In discounting the lease payments, the Municipality uses the 
interest rate that exactly discounts the lease payments and unguaranteed residual value 
to the fair value of the asset plus any direct costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with 
the stated accounting policies applicable to property, plant and equipment, investment 
property or intangibles assets. The lease liability is reduced by the lease payments, 
which are allocated between the lease finance cost and the capital repayment using the 
effective interest rate method. Lease finance costs are expensed when incurred. The 
accounting policies relating to de-recognltlon of financial instruments are applied to lease 
payables. 

Operating leases are those leases that do not fall within the scope of the above definition. 
Operating lease rentals are recognised on a straight-line basis over the term of the 
relevant lease. The difference between the straight-lined expenses and actual payments 
made will give rise to a liability. The Municipality recognises the aggregate benefit of 
Incentives as a reduction of rental expense over the lease term, on a straight-line basis 
unless another systematic basis is representative of the time pattern of the lessee's 
benefit from the use of the leased asset. 

1.10.2 Municipaiity as Lessor 

Under a finance lease, the Municipality recognises the lease payments to be received in 
terms of a lease agreement as an asset (receivable). The receivable is calculated as the 
sum of all the minimum lease payments to be received, plus any unguaranteed residual 
accruing to the Municipality, discounted at the interest rate implicit in the lease. The 
receivable is reduced by the capital portion of the lease instalments received, with the 
interest portion being recognised as interest revenue on a time proportionate basis. The 
accounting policies relating to de-recognition and impairment of financial instruments are 
applied to lease receivables. 

Operating leases are those leases that do not fall within the scope of the above definition. 
Operating lease revenue is recognised on a straight-line basis over the term of the 
relevant lease. The difference between the straight-lined revenue and actual payments 
received will give rise to an asset. The Municipality recognises the aggregate cost of 
incentives as a reduction of rental revenue over the lease term, on a straight-line basis 
unless another systematic basis Is representative of the time pattern over which the 
benefit of the leased asset is diminished. 


1.11. UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 
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Conditional government grants are subject to specific conditions. If these specific 
conditions are not met, the monies received are repayable. 

Unspent conditional grants are financial liabilities that are separately reflected on the 
Statement of Financial Position. They represent unspent government grants, subsidies 
and contributions from government organs. 


This liability always has to be cash-backed. The following provisions are set for the 
creation and utilisation of this creditor: 

• Unspent conditional grants are recognised as a liability when the grant is received. 

• When grant conditions are met an amount equal to the conditions met are 
transferred to revenue in the Statement of Financial Performance. 

• The cash which backs up the creditor is invested as individual investment or part of 
the general investments of the Municipality until it is utilised. 

• Interest earned on the investment Is treated in accordance with grant conditions. If 
it is payable to the funder it is recorded as part of the creditor. If it is the 
Municipality’s interest, It Is recognised as interest earned in the Statement of 
Financial Performance. 


1.12. UNPAID CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 

Unpaid conditional grants are assets in terms of the Framework that are separately 
reflected on the Statement of Financial Position. The asset is recognised when the 
Municipality has an enforceable right to receive the grant or if it is virtually certain that it 
will be received based on that grant conditions have been met. They represent unpaid 
government grants, subsidies and contributions from the public. 


1.13. UNSPENT PUBLIC CONTRIBUTIONS 

Public contributions are subject to specific conditions. If these specific conditions are not 
met. the monies received are repayable. 

Unspent public contributions are financial liabilities that are separately reflected on the 
Statement of Financial Position. They represent unspent contributions from the public. 


This liability always has to be cash-backed. The following provisions are set for the 
creation and utilisation of this creditor: 

• Unspent public contributions are recognised as a liability when the grant is 
received. 

• When grant conditions are met an amount equal to the conditions met are 
transferred to revenue In the Statement of Financial Performance. 

• The cash which backs up the creditor is invested as individual investment or part of 
the general investments of the Municipality until it is utilised. 

• Interest earned on the investment is treated in accordance with the public 
contribution conditions. If it is payable to the funder it is recorded as part of the 
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creditor. If it is the Municipality’s interest, it is recognised as interest earned in the 
Statement of Financial Performance. 


1.14. PROVISIONS 

Provisions are recognised when the Municipality has a present legal or constructive 
obligation as a result of past events, it is probable that an outflow of resource embodying 
economic benefits or service potential will be required to settle the obligation and a 
reliable estimate of the provision can be made. Provisions are reviewed at reporting date 
and adjusted to reflect the current best estimate of future outflows of resources. Where 
the effect is material, non-current provisions are discounted to their present value using a 
discount rate that reflects the market’s current assessment of the time value of money, 
adjusted for risks specific to the liability. 

The Municipality does not recognise a contingent liability or contingent asset. A 
contingent liability is disclosed unless the probability of an outflow of resources 
embodying economic benefits or service potential is remote. A contingent asset Is 
disclosed where an inflow of economic benefits or service potential is probable. 

Future events that may affect the amount required to settle an obligation are reflected In 
the amount of a provision where there is sufficient objective evidence that they will occur. 
Gains from the expected disposal of assets are not taken into account in measuring a 
provision. Provisions are not recognised for future operating losses. The present 
obligation under an onerous contract is recognised and measured as a provision. 

A provision for restructuring costs is recognised only when the following criteria over and 
above the recognition criteria of a provision have been met: 

(a) The Municipality has a detailed formal plan for the restructuring identifying at least: 

• the business or part of a business concerned; 

• the principal locations affected; 

• the location, function and approximate number of employees who will be 
compensated for terminating their services: 

• the expenditures that will be undertaken; and 

• when the plan will be Implemented. 

(b) The Municipality has raised a valid expectation in those affected that it will carry 
out the restructuring by starting to implement that plan or announcing its main 
features to those affected by It. 

The amount recognised as a provision is the best estimate of the expenditure required to 
settle the present obligation at the reporting date. 

If it is no longer probable that an outflow of resources embodying economic benefits or 
service potential will be required to settle the obligation, the provision is de-recognised. 


1.15. EMPLOYEE BENEFITS 

Defined contribution plans are post-employment benefit plans under which the 
Municipality pays fixed contributions into a separate entity (a fund) and will have no legal 
or constructive obligation to pay further contributions if the fund does not hold sufficient 
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assets to pay all employee benefits relating to employee service in the current and prior 
periods. 

Defined benefit plans are post-employment benefit plans other than defined contribution 
plans. 


1 .1 5.1 Post-Retirement Medical Obligations 

The Municipality provides post-retirement medical benefits by subsidizing the medical aid 
contributions of certain retired staff according to the rules of the medical aid funds. 
Council pays 60% as contribution and the remaining 40% is paid by the members. The 
entitlement to these benefits is usually conditional on the employee remaining in service 
up to retirement age and the completion of a minimum service period. The present value 
of the defined benefit liability is actuarially determined in accordance with GRAP 25 - 
"Employee Benefits” (using a discount rate applicable to high quality government bonds). 
The plan is unfunded. 

These contributions are recognised in the Statement of Financial Performance when 
employees have rendered the service entitling them to the contribution. The liability was 
calculated by means of the projected unit credit actuarial valuation method. The liability in 
respect of current pensioners is regarded as fully accrued, and is therefore not split 
between a past (or accrued) and future in-service element. The liability is recognised at 
the present value of the defined benefit obligation at the reporting date, minus the fair 
value at the reporting date of plan assets (If any) out of which the obligations are to be 
settled directly, plus any liability that may arise as a result of a minimum funding 
requirements. Payments made by the Municipality are set-off against the liability, 
including notional interest, resulting from the valuation by the actuaries and are 
recognised in the Statement of Financial Performance as employee benefits upon 
valuation. 

Actuarial gains and losses arising from the experience adjustments and changes in 
actuarial assumptions, is recognised In the Statement of Financial Performance in the 
period that it occurs. These obligations are valued annually by independent qualified 
actuaries. 


1 .1 5.2 Long Service Awards 

Long service awards are provided to employees who achieve certain pre-determined 
milestones of service within the Municipality. The Municipality’s obligation under these 
plans is valued by independent qualified actuaries annually and the corresponding liability 
is raised. Payments are set-off against the liability, including notional interest, resulting 
from the valuation by the actuaries and are recognised in the Statement of Financial 
Performance as employee benefits upon valuation. . 

Actuarial gains and losses arising from the experience adjustments and changes in 
actuarial assumptions, is recognised in the Statement of Financial Performance in the 
period that it occurs. These obligations are valued annually by independent qualified 
actuaries. 
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1.15.3 Provision for Staff Leave 

Liabilities for annual leave are recognised as they accrue to employees. The liability is 
based on the total amount of leave days due to employees at year-end and also on the 
total remuneration package of the employee. 

Accumulating leave is carried forward and can be used in future periods if the current 
period’s entitlement is not used in full. All unused leave will be paid out to the specific 
employee at the end of that employee’s employment term. 

Accumulated leave is vesting. 

1.15.4 Staff Bonuses Accrued 

Liabilities for staff bonuses are recognised as they accrue to employees. The liabiiity at 
year end is based on bonus accrued at year-end for each employee. 


1 .1 5.5 Pension and retirement fund obligations 

The Municipality provides retirement benefits for its employees and councillors. Defined 
contribution plans are post-employment benefit plans under which the Municipality pays 
fixed contributions into a separate entity (a fund) and will have no legal or constructive 
obligation to pay further contributions if the fund does not hold sufficient assets to pay al! 
employee benefits relating to employee service in the current and prior periods. The 
contributions to fund obligations for the payment of retirement benefits are recognised in 
the Statement of Financial Performance In the year they become payable. The defined 
benefit funds, which are administered on a provincial basis, are actuarially valued tri- 
annually on the projected unit credit method basis. Deficits identified are recovered 
through lump sum payments or increased future contributions on a proportional basis to 
all participating municipalities. The contributions and lump sum payments are recognised 
in the Statement of Financial Performance In the year they become payable. Sufficient 
information is not available to use defined benefit accounting for a multi-employer plan. 
As a result, defined benefit plans have been accounted for as if they were defined 
contribution plans. 


1.16. BORROWING COSTS 

The Municipality recognises all borrowing costs as an expense in the period in which they 
are incurred. 

The amount of borrowing costs that the Municipality capitalises during a period does not 
exceed the amount of borrowing costs it Incurred during that period. The Municipality 
ceases the capitalisation of borrowing costs when substantially all the activities to 
prepare the asset for its intended use or sale are complete. Borrowing costs incurred 
other than on qualifying assets are recognised as an expense in the Statement of 
Financial Performance when Incurred. 


1 .17. PROPERTY, PLANT AND EQUIPMENT 
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1 .1 7.1 Initial Recognition 

Property, plant and equipment are tangible non-current assets (including infrastructure 
assets) that are held for use In the production or supply of goods or services, rental to 
others, or for administrative purposes, and are expected to be used during more than one 
year. The cost of an item of properly, plant and equipment is recognised as an asset if, 
and only if it is probable that future economic benefits or service potential associated with 
the item will flow to the Municipality, and the cost or fair value of the item can be 
measured reliably. Items of property, plant and equipment are Initially recognised as 
assets on acquisition date and are Initially recorded at cost. The cost of an item of 
property, plant and equipment is the purchase price and other costs attributable to bring 
the asset to the location and condition necessary for it to be capable of operating in the 
manner intended by the Municipality. Trade discounts and rebates are deducted in 
arriving at the cost. The cost also Includes the necessary costs of dismantling and 
removing the asset and restoring the site on which it is located. 

When significant components of an item of property, plant and equipment have different 
useful lives, they are accounted for as separate items (major components) of property, 
plant and equipment. 

Where an asset is acquired by the Municipality for no or nominal consideration (i.e. a 
non-exchange transaction), the cost Is deemed to be equal to the fair value of that asset 
on the date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non- 
monetary asset or monetary assets, or a combination of monetary and non-monetary 
assets, the assets acquired is initially measured at fair value (the cost). It the acquired 
item’s fair value is not determinable, It’s deemed cost is the carrying amount of the 
asset(s) given up, 

Major spare parts and servicing equipment qualify as property, plant and equipment when 
the Municipality expects to use them during more than one period. Similarly, if the major 
spare parts and servicing equipment can be used only in connection with an item of 
property, plant and equipment, they are accounted for as property, plant and equipment. 

1 .1 7.2 Subsequent Measurement - Cost Model 

Subsequent to initial recognition, items of property, plant and equipment are measured at 
cost less accumulated depreciation and any accumulated impairment losses. Land is not 
depreciated as it is deemed to have an indefinite useful life. 

Where the Municipality replaces parts of an asset, it derecognises the part of the asset 
being replaced and capitalises the new component. Subsequent expenditure incurred on 
an asset is capitalised when It increases the capacity or future economic benefits or 
service potential associated with the asset. 

1.17.3 Depreciation 

Depreciation is calculated on the depreciable amount, using the straight-line method over 
the estimated useful lives of the assets. Depreciation of an asset begins when it is 
available for use, i.e. when it Is In the location and condition necessary for it to be 
capable of operating in the manner Intended by management. Components of assets that 
are significant in relation to the whole asset and that have different useful lives are 
depreciated separately. The estimated useful lives, residual values and depreciation 
method are reviewed at each year end, with the effect of any changes in estimate 
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accounted for on a prospective basis. The annual depreciation rates are based on the 
following estimated useful lives: 


Asset Class & Type 

Expected Useful Life 

Water Reservoirs & Reticulation 

Boreholes 

13-100 

Connections 

15-65 

Dams 

95 

Reservoirs 

8-100 

Reticulation 

20-101 

Pump station 

15-50 

Water Treatment Works 

15 


Community Assets 


Civic Buildings 

30-60 

Libraries 

10-100 

Parks & Gardens 

15-40 

Recreation Grounds 

5-100 


Land and Buildings 


Buildings 

8-100 

Land 

Indefinite 


Other Assets 


Office Equipment 

3-30 

Other Land & Buildings 

10 

Other Motor Vehicles 

4-30 

Plant and Equipment 

1-30 

Security Measures 

5-30 

Sneciallsed Vehicles 

8-30 

Leased Assets 

Leased Assets 

3-6 
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Property, plant and equipment are reviewed at each reporting date for any indication of 
impairment. If any such indication exists, the asset’s recoverable amount is estimated. 
The impairment recognised in the Statement of Financial Performance is the excess of 
the carrying value over the recoverable amount. 


An impairment is reversed only to the extent that the asset’s carrying amount does not 
exceed the carrying amount that would have been determined had no impairment been 
recognised. A reversal of an impairment is recognised In the Statement of Financial 
Performance. 

1.17.4 De-recognition 

Items of property, plant and equipment are derecognised when the asset is disposed or 
when there are no further economic benefits or service potential expected from the use of 
the asset. The gain or loss arising on the disposal or retirement of an item of property, 
plant and equipment is determined as the difference between the sales proceeds and the 
carrying value and is recognised In the Statement of Financial Performance. 

1.17.5 Land and buildings and Other Assets- application of deemed cost (Directive 7) 

The Municipality opted to take advantage of the transitional provisions as contained in 
Directive 7 of the Accounting Standards Board, issued in December 2009. The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
determined. For Land and Buildings the fair value as determined by a valuator was used 
in order to determine the deemed cost as on 1 July 2009. For Other Assets the 
depreciation cost method was used to establish the deemed cost as on 1 July 2008. 


1.18. INTANGIBLE ASSETS 
1.18.1 Initial Recognition 

An intangible asset Is an identifiable non-monetary asset without physical substance, 

An asset meets the identifiabllity criterion in the definition of an intangible asset when it: 

• is separable, i.e. is capable of being separated or divided from the Municipality and 
sold, transferred, licensed, rented or exchanged, either individually or together with 
a related contract, identifiable asset or liability, regardless of whether the 
Municipality intends to do so; or 

• arises from binding arrangements from contracts, regardless of whether those 
rights are transferable or separable from the Municipality or from other rights and 
obligations. 

The Municipality recognises an intangible asset in its Statement of Financial Position only 
when it is probable that the expected future economic benefits or service potential that 
are attributable to the asset will flow to the Municipality and the cost or fair value of the 
asset can be measured reliably. 

Internally generated intangible assets are subject to strict recognition criteria before they 
are capitalised. Research expenditure Is never capitalised, while development 
expenditure is only capitalised to the extent that: 
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• the Municipality intends to complete the intangible asset for use or sale; 

• it is technically feasible to complete the intangible asset; 

• the Municipality has the resources to complete the project; 

• it is probable that the municipality will receive future economic benefits or service 
potential; and 

• the Municipality can measure reliably the expenditure attributable to the intangible 
asset during its development. 

Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired is 
initially measured at fair value (the cost). If the acquired item’s fair value is not 
determinable, it’s deemed cost is the carrying amount of the asset(s) given up. 

1.18.2 Subsequent Measurement - Cost Model 

intangible assets are subsequently carried at cost less accumulated amortisation and any 
accumulated impairments losses. The cost of an intangible asset Is amortised over the 
useful life where that useful life is finite. Where the useful life is indefinite, the asset is not 
amortised but is subject to an annual impairment test. 

1.18.3 Amortisation and Impairment 

Amortisation is charged so as to write off the cost or valuation of intangible assets over its 
estimated useful lives using the straight line method. Amortisation of an asset begins 
when it is available for use, i.e. when it is in the condition necessary for it to be capable of 
operating in the manner Intended by management, Components of assets that are 
significant in relation to the whole asset and that have different useful lives are amortised 
separately. The estimated useful lives, residual values and amortisation method are 
reviewed at each year end, with the effect of any changes in estimate accounted for on a 
prospective basis. The annual amortisation rates are based on the following estimated 
useful lives; 

Years 

Computer Software 5-1 0 

Computer Licences 5 

1.18.4 De-recognition 

Intangible assets are derecognised when the asset is disposed or when there are no 
further economic benefits or service potential expected from the use of the asset. The 
gain or loss arising on the disposal or retirement of an intangible asset Is determined as 
the difference between the sales proceeds and the carrying value and is recognised in 
the Statement of Financial Performance. 


1.18.5 Application of deemed cost (Directive 7) 

The Municipality opted to take advantage of the transitional provisions as contained in 
Directive 7 of the Accounting Standards Board, issued in December 2009. The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
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determined. For Intangible Assets the depreciated replacement cost method was used 
to establish the deemed cost as on 1 July 2008. 


1.19. INVESTMENT PROPERTY 

1.19.1 Initial Recognition 

Investment property is recognised as an asset when, and only when; 

• it is probable that the future economic benefits or service potential that are 
associated with the investment properly will flow to the Municipality, and 

• the cost or fair value of the investment property can be measured reliably. 

Investment property includes property (land or a building, or part of a building, or both 
land and buildings held under a finance lease) held to earn rentals and/or for capital 
appreciation, rather than held to meet service delivery objectives, the production or 
supply of goods or services, or the sale of an asset in the ordinary course of operations. 
Property with a currently undetermined use, is also classified as investment property. 

At initial recognition, the Municipality measures investment property at cost including 
transaction costs once it meets the definition of investment property. However, where an 
investment property was acquired through a non-exchange transaction (i.e. where it 
acquired the investment property for no or a nominal value), its cost Is its fair value as at 
the date of acquisition. The cost of self-constructed investment property is measured at 
cost. 

Transfers are made to or from Investment property only when there is a change in use. 
For a transfer from investment property to owner occupied property, the deemed cost for 
subsequent accounting is the fair value at the date of change in use. If owner occupied 
property becomes an investment properly, the Municipality accounts for such property In 
accordance with the policy stated under property, plant and equipment up to the date of 
change in use. 

1.19.2 Subsequent Measurement - Cost Model 

Subsequent to Initial recognition, items of investment property are measured at cost less 
accumulated depreciation and any accumulated impairment losses. Land is not 
depreciated as it is deemed to have an indefinite useful life. 


1.19.3 Depreciation and Impairment- Cost Model 

Depreciation is calculated on the depreciable amount, using the straight-line method over 
the estimated useful lives of the assets. Depreciation of an asset begins when it is 
available for use. i.e. when it is in the location and condition necessary for it to be 
capable of operating in the manner intended by management. Components of assets that 
are significant in relation to the whole asset and that have different useful lives are 
depreciated separately. The estimated useful lives, residual values and depreciation 
method are reviewed at each year end, with the effect of any changes in estimate 
accounted for on a prospective basis. 

Investment Property Years 

Buildings Indefinite 
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1.19.4 De-recognition 

Investment property is derecognised when it Is disposed or when there are no further 
economic benefits expected from the use of the investment property. The gain or loss 
arising on the disposal or retirement of an Item of investment property is determined as 
the difference between the sales proceeds and the carrying value and is recognised in 
the Statement of Financial Performance. 

1.19.5 Application of deemed cost - Directive 7 

The Municipality opted to take advantage of the transitional provisions as contained in 
Directive 7 of the Accounting Standards Board, issued in December 2009. The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
determined. The fair value as determined by a valuator was used in order to determine 
the deemed cost as on 1 July 2009 


1.20 HERITAGE ASSETS 

1.20.1 Initial Recognition 

A heritage asset is defined as an asset that has a cultural, environmental, historical, 
natural, scientific, technological or artistic significance and is held and preserved 
indefinitely for the benefit of present and future generations. 

A heritage asset is recognised as an asset if, and only if it Is probable that future 
economic benefits or service potential associated with the asset will flow to the 
Municipality, and the cost or fair value of the asset can be measured reliably. 

A heritage asset that qualifies for recognition as an asset, is measured at its cost. Where 
a heritage asset is acquired through a non-exchange transaction, its cost is deemed to be 
its fair value as at the date of acquisition. 

1.20.2 Subsequent Measurement - Cost Model 

After recognition as an asset, heritage assets are carried at its cost less any accumulated 
impairment losses. 

1.20.3 Depreciation and Impairment 
Heritage assets are not depreciated 

Heritage assets are reviewed at each reporting date for any Indication of impairment. If 
any such indication exists, the asset’s recoverable amount is estimated. The impairment 
recognised in the Statement of Financial Performance is the excess of the carrying value 
over the recoverable amount. 

An impairment is reversed only to the extent that the asset’s carrying amount does not 
exceed the carrying amount that would have been determined had no impairment been 
recognised. A reversal of an impairment is recognised in the Statement of Financial 
Performance. 

1.20.4 De-recognItion 
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Heritage assets are derecognised when it is disposed or when there are no further 
economic benefits expected from the use of the heritage asset. The gain or loss arising 
on the disposal or retirement of a heritage asset is determined as the difference between 
the sales proceeds and the carrying value of the heritage asset and is recognised in the 
Statement of Financial Performance. 

1 .20.5 Application of deemed cost - Directive 7 

The Municipality opted to take advantage of the transitional provisions as contained in 
Directive 7 of the Accounting Standards Board, issued in December 2009. The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
determined. The fair value as determined by a valuator was used in order to determine 
the deemed cost as on 1 July 2009. 


1.21. IMPAIRMENT OF NON-FINANCIAL ASSETS 
1.21.1 Cash-generating assets 

Cash-generating assets are assets held with the primary objective of generating a 
commercial return. 

The Municipality assesses at each reporting date whether there is an Indication that an 
asset may be impaired, if any indication exists, or when annual impairment testing for an 
asset is required, the Municipality estimates the asset’s recoverable amount. 

In assessing whether there Is any indication that an asset may be impaired, the 
Municipality considers the following Indications; 

(a) External sources of information 

• During the period, an asset's market value has declined significantly more 
than would be expected as a result of the passage of time or normal use. 

• Significant changes with an adverse effect on the Municipality have taken 
place during the period, or will take place in the near future, in the 
technological, market, economic or legal environment in which the 
Municipality operates or in the market to which an asset is dedicated. 

• Market interest rates or other market rates of return on investments have 
increased during the period, and those Increases are likely to affect the 
discount rate used in calculating an asset's value in use and decrease the 
asset’s recoverable amount materially. 

(b) Internal sources of information 

• Evidence is available of obsolescence or physical damage of an asset. 

• Significant changes with an adverse effect on the Municipality have taken 
place during the period, or are expected to take place in the near future, in 
the extent to which, or manner In which, an asset is used or is expected to 
be used. These changes Include the asset becoming idle, plans to 
discontinue or restructure the operation to which an asset belongs, plans to 
dispose of an asset before the previously expected date, and reassessing 
the useful life of an asset as finite rather than indefinite. 

• Evidence is available from internal reporting that indicates that the economic 
performance of an asset is, or will be, worse than expected. 
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The re-designation of assets from a cash-generating asset to a non-cash generating 
asset or from a non-cash-generating asset to a cash-generating asset shall only occur 
when there is clear evidence that such a re-designation is appropriate, A re-designation, 
by itself, does not necessarily trigger an impairment test or a reversal of an impairment 
loss. Instead, the indication for an impairment test or a reversal of an impairment loss 
arises from, as a minimum, the indications listed above. 


An asset’s recoverable amount Is the higher of an asset’s or cash-generating unit’s 
(CGU) fair value less costs to sell and its value in use and is determined for an individual 
asset, unless the asset does not generate cash inflows that are largely independent of 
those from other assets or groups of assets. Where the carrying amount of an asset or 
CGU exceeds its recoverable amount, the asset Is considered impaired and is written 
down to its recoverable amount. In assessing value in use, the estimated future cash 
flows are discounted to their present value using a pre-tax discount rate that reflects 
current market assessments of the time value of money and the risks specific to the 
asset. In determining fair value less costs to sell, an appropriate valuation model is used. 
Impairment losses are recognised in the Statement of Financial Performance in those 
expense categories consistent with the function of the impaired asset. 

After the recognition of an Impairment loss, the depreciation (amortisation) charge for the 
asset is adjusted in future periods to allocate the asset’s revised carrying amount, less its 
residual value (if any), on a systematic basis over its remaining useful life. 

An assessment is made at each reporting date as to whether there is any indication that 
previously recognised impairment losses may no longer exist or may have decreased. If 
such indication exists, the Municipality estimates the asset’s or CGU's recoverable 
amount. A previously recognised impairment loss Is reversed only if there has been a 
change in the assumptions used to determine the asset’s recoverable amount since the 
last impairment loss was recognised. The reversal is limited so that the carrying amount 
of the asset does not exceed its recoverable amount, nor exceed the carrying amount 
that would have been determined, net of depreciation, had no impairment loss been 
recognised for the asset in prior years. Such reversal is recognised in the Statement of 
Financial Performance. 

1 .21.2 Non-cash-generating assets 

Non-cash-generating assets are assets other than cash-generating assets. 

The Municipality assesses at each reporting date whether there is an indication that an 
asset may be impaired. If any indication exists, or when annual impairment testing for an 
asset is required, the Municipality estimates the asset’s recoverable service amount. 

In assessing whether there is any indication that an asset may be impaired, the 
Municipality considers the following Indications: 

(a) External sources of Information 

• Cessation, or near cessation, of the demand or need for services provided 
by the asset. 

• Significant long-term changes with an adverse effect on the Municipality 
have taken place during the period or will take place in the near future, in the 
technological, legal or government policy environment in which the 
Municipality operates. 
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(b) Internal sources of information 

• Evidence is available of physical damage of an asset. 

• Significant long-term changes with an adverse effect on the Municipality 
have taken place during the period, or are expected to take place in the near 
future, in the extent to which, or manner in which, an asset is used or is 
expected to be used. These changes include the asset becoming idle, plans 
to discontinue or restructure the operation to which an asset belongs, or 
plans to dispose of an asset before the previously expected date. 

• A decision to hall the construction of the asset before it is complete or in a 
usable condition. 

• Evidence is available from internal reporting that indicates that the service 
performance of an asset is, or will be, significantly worse than expected, 

An asset’s recoverable service amount Is the higher of a non-cash-generating asset’s fair 
value less costs to sell and its value in use. If the recoverable service amount of an asset 
is less than its carrying amount, the carrying amount of the asset is reduced to its 
recoverable service amount. That reduction is an impairment loss is recognised in the 
Statement of Financial Performance. 

The value in use of a non-cash-generating asset is the present value of the asset’s 
remaining service potential. The present value of the remaining service potential of the 
asset Is determined using any one of the following approaches, depending on the nature 
of the asset in question: 

• depreciation replacement cost approach - the present value of the remaining 
service potential of an asset Is determined as the depreciated replacement cost of 
the asset. The replacement cost of an asset Is the cost to replace the asset’s gross 
service potential. This cost Is depreciated to reflect the asset in its used condition. 
An asset may be replaced either through reproduction (replication) of the existing 
asset or through replacement of Its gross service potential. The depreciated 
replacement cost is measured as the reproduction or replacement cost of the 
asset, whichever is lower, less accumulated depreciation calculated on the basis of 
such cost, to reflect the already consumed or expired service potential of the asset. 

• restoration cost approach - the cost of restoring the service potential of an asset to 
its pre-impaired level. Under this approach, the present value of the remaining 
service potential of the asset Is determined by subtracting the estimated restoration 
cost of the asset from the current cost of replacing the remaining service potential 
of the asset before impairment. The latter cost is usually determined as the 
depreciated reproduction or replacement cost of the asset, whichever is lower. 

• service unit approach - the present value of the remaining service potential of the 
asset is determined by reducing the current cost of the remaining service potential 
of the asset before Impairment, to conform with the reduced number of service 
units expected from the asset in its impaired state. As in the restoration cost 
approach, the current cost of replacing the remaining service potential of the asset 
before impairment is usually determined as the depreciated reproduction or 
replacement cost of the asset before impairment, whichever is lower. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s 
length transaction between knowledgeable, willing parties, less the costs of disposal. 

An impairment loss is recognised immediately in surplus or deficit The Municipality 
assesses at each reporting date whether there Is any indication that an impairment loss 
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recognised in prior periods for an asset may no longer exist or may have decreased. If 
any such indication exists, the Municipality estimates the recoverable service amount of 
that asset. 

An impairment loss recognised in prior periods for an asset is reversed if there has been 
a change in the estimates used to determine the asset’s recoverable service amount 
since the last impairment loss was recognised. If this Is the case, the carrying amount of 
the asset is increased to its recoverable service amount. The increased carrying amount 
of an asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount that would have been determined (net of depreciation or amortisation) had no 
impairment loss been recognised for the asset in prior periods. Such a reversal of an 
impairment loss is recognised in the Statement of Financial Performance. 


1.22. INVENTORIES 

1.22.1 Initial Recognition 

Inventories comprise of current assets held for sale, consumption or distribution during 
the ordinary course of business. Inventories are recognised as an asset if, and only if, it 
is probable that future economic benefits or service potential associated with the item will 
flow to the Municipality, and the cost of the inventories can be measured reliably. 
Inventories are initially recognised at cost. Cost generally refers to the purchase price, 
plus non-recoverable taxes, transport costs and any other costs In bringing the 
inventories to their current location and condition. Where inventory is manufactured, 
constructed or produced, the cost includes the cost of labour, materials and overheads 
used during the manufacturing process. 

Water inventory is being measured by multiplying the cost per kilo litre of purified water 
by the amount of water In storage. 

Where inventory Is acquired by the Municipality for no or nominal consideration (i.e. a 
non-exchange transaction), the cost is deemed to be equal to the fair value of the item on 
the date acquired. 

1.22.2 Subsequent Measurement 

Inventories, consisting of consumable stores, raw materials, work-in-progress and 
finished goods, are valued at the lower of cost and net realisable value unless they are to 
be distributed at no or nominal charge, in which case they are measured at the lower of 
cost and current replacement cost. Redundant and slow-moving inventories are 
identified and written down. Differences arising on the valuation of inventory are 
recognised in the Statement of Financial Performance in the year in which they arose. 
The amount of any reversal of any write-down of inventories arising from an increase in 
net realisable value or current replacement cost is recognised as a reduction in the 
amount of inventories recognised as an expense in the period in which the reversal 
occurs. 


The carrying amount of inventories is recognised as an expense in the period that the 
inventory was sold, distributed, written off or consumed, unless that cost qualifies for 
capitalisation to the cost of another asset. 

The basis of allocating cost to inventory items is the weighted average method. 
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Water inventory is measured annually at the reporting date by way of dip readings and 
the calculated volume in the distribution network. 

Cost of land held for sale is assigned by using specific identification of their individual 
costs. 

1.23. FINANCIAL INSTRUMENTS 

Financial instruments recognised on the Statement of Financial Position include 
receivables (both from exchange transactions and non-exchange transactions), cash and 
cash equivalents, annuity loans and payables (both form exchange and non-exchange 
transactions) and non-current Investments. The future utilization of Unspent Conditional 
Grants is evaluated in order to determine whether it is treated as financial instruments. 

1.23.1 Initial Recognition 

Financial instruments are initially recognised when the Municipality becomes a party to 
the contractual provisions of the instrument at fair value plus, in the case of a financial 
asset or financial liability not at fair value, transaction costs that are directly attributable to 
the acquisition or issue of the financial asset or financial liability. If finance charges in 
respect of financial assets and financial liabilities are significantly different from similar 
charges usually obtained In an open market transaction, adjusted for the specific risks of 
the Municipality, such differences are immediately recognised in the period it occurs, and 
the unamortised portion adjusted over the period of the loan transactions. 

1.23.2 Subsequent Measurement 

Financial assets are categorised according to their nature as either financial assets at fair 
value, financial assets at amortised cost or financial assets at cost. Financial liabilities 
are categorised as either at fair value or financial liabilities carried at amortised cost. The 
subsequent measurement of financial assets and liabilities depends on this 
categorisation. 


1.23.2.1 Receivables 

Receivables are classified as financial assets at amortised cost, and are 
subsequently measured at amortised cost using the effective interest rate method. 

For amounts due from debtors carried at amortised cost, the Municipality first 
assesses whether objective evidence of impairment exists individually for financial 
assets that are individually significant, or collectively for financial assets that are not 
individually significant. Objective evidence of impairment includes significant 
financial difficulties of the debtor, probability that the debtor will enter bankruptcy or 
financial reorganisation and default or delinquency in payments (more than 90 days 
overdue). If the Municipality determines that no objective evidence of impairment 
exists for an individually assessed financial asset, whether significant or not, it 
includes the asset in a group of financial assets with similar credit risk characteristics 
and collectively assesses them for impairment. Assets that are individually assessed 
for impairment and for which an impairment loss is, or continues to be, recognised 
are not included in a collective assessment of Impairment. 

If there is objective evidence that an impairment loss has been incurred, the amount 
of the loss is measured as the difference between the asset’s carrying amount and 
the present value of estimated future cash flows (excluding future expected credit 
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losses that have not yet been incurred). The carrying amount of the asset is reduced 
through the use of an allowance account and the amount of the loss is recognised in 
the Statement of Financial Performance. Interest income continues to be accrued on 
the reduced carrying amount based on the original effective interest rate of the 
asset. Loans together with the associated allowance are written off when there is no 
realistic prospect of future recovery and all collateral has been realised or has been 
transferred to the municipality. If. in a subsequent year, the amount of the estimated 
impairment loss increases or decreases because of an event occurring after the 
impairment was recognised, the previously recognised impairment loss is increased 
or reduced by adjusting the allowance account. If a future write-off is later recovered, 
the recovery Is recognised in the Statement of Financial Performance. 

The present value of the estimated future cash flows is discounted at the financial 
asset’s original effective interest rate, if material, if a loan has a variable interest rate, 
the discount rate for measuring any impairment loss is the current effective interest 
rate. 

1.23.2.2 Payables and Annuity Loans 

Financial liabilities consist of payables and annuity loans. They are categorised as 
financial liabilities held at amortised cost, and are initially recognised at fair value 
and subsequently measured at amortised cost using an effective interest rate, which 
is the initial carrying amount, less repayments, plus interest. 

1.23.2.3 Cash and Cash Equivalents 

Cash includes cash on hand (including petty cash) and cash with banks. Cash 
equivalents are short-term highly liquid Investments, readily convertible into known 
amounts of cash that are held with registered banking institutions with maturities of 
three months or iess and are subject to an insignificant risk of change in value. For 
the purposes of the cash flow statement, cash and cash equivalents comprise cash 
on hand, highly liquid deposits and net of bank overdrafts. The Municipality 
categorises cash and cash equivalents as financial assets carried at amortised cost. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank 
overdraft are expensed as incurred. Amounts owing in respect of bank overdrafts 
are categorised as financial liabilities carried at amortised cost, 

1 .23.2.4 Non-Current Investments 

Investments and fixed deposits invested In registered commercial banks, are stated 
at amortised cost. 

Where investments have been impaired, the carrying value is adjusted by the 
impairment loss, which Is recognised as an expense in the Statement of Financial 
Performance in the period that the impairment is identified. 

On disposal of an investment, the difference between the net disposal proceeds and 
the carrying amount is recognised In the Statement of Financial Performance. 

The carrying amounts of such investments are reduced to recognise any decline, 
other than a temporary decline, in the value of individual investments. 


1.23.3 De-recognition of Financial Instruments 
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1.23.3.1 Financial Assets 

A financial asset (or, where applicable a part of a financial asset or part of a group of 
similar financial assets) is derecognised when: 

• the rights to receive cash flows from the asset have expired; or 

• the Municipality has transferred its rights to receive cash flows from the asset 
or has assumed an obligation to pay the received cash flows in full without 
material delay to a third parly under a ‘pass-through’ arrangement: and either 
(a) the Municipality has transferred substantially all the risks and rewards of 
the asset, or (b) the Municipality has neither transferred nor retained 
substantially all the risks and rewards of the asset, but has transferred 
control of the asset. 

When the Municipality has transferred its rights to receive cash flows from an asset 
or has entered into a pass-through arrangement, and has neither transferred nor 
retained substantially all the risks and rewards of the asset nor transferred control of 
the asset, the old asset Is derecognised and a new asset is recognised to the extent 
of the Municipality’s continuing Involvement in the asset. 

Continuing involvement that takes the form of a guarantee over the transferred asset 
is measured at the lower of the original carrying amount of the asset and the 
maximum amount of consideration that the Municipality could be required to repay. 

When continuing involvement takes the form of a written and/or purchased option 
(including a cash settled option or similar provision) on the transferred asset, the 
extent of the Municipality’s continuing involvement is the amount of the transferred 
asset that the Municipality may repurchase, except that in the case of a written put 
option (including a cash settled option or similar provision) on an asset measured at 
fair value, the extent of the Municipality’s continuing involvement is limited to the 
lower of the fair value of the transferred asset and the option exercise price. 


1.23.3.2 Financial Liabilities 

A financial liability is derecognised when the obligation under the liability is 
discharged or cancelled or expires. 

When an existing financial liability is replaced by another from the same lender on 
substantially different terms, or the terms of an existing liability are substantially 
modified, such an exchange or modification is treated as a de-recognition of the 
original liability and the recognition of a new liability, and the difference in the 
respective carrying amounts is recognised in the Statement of Financial 
Performance. 

1.23.4 Offsetting of Financial Instruments 

Financial assets and financial liabilities are offset and the net amount reported in the 
Statement of Financial Position if. and only if, there is a currently enforceable legal right 
to offset the recognised amounts and there is an intention to settle on a net basis, or to 
realise the assets and settle the liabilities simultaneously 


1.24. REVENUE 
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1.24.1 Revenue from Non-Exchange Transactions 

Revenue from non-exchange transactions refers to transactions where the Municipality 
received revenue from another entity without directly giving approximately equal value in 
exchange. Revenue from non-exchange transactions is generally recognised to the 
extent that the related receipt or receivable qualifies for recognition as an asset and there 
is no liability to repay the amount. 

Grants, transfers and donations received or receivable are recognised when the 
resources that have been transferred, meet the criteria for recognition as an asset. A 
corresponding liability is recognised to the extent that the grant, transfer or donation is 
conditional. The liability is transferred to revenue as and when the conditions attached to 
the grant are met. Grants without any conditions attached are recognised as revenue 
when the asset is recognised. 

Revenue from property rates is recognised when the legal entitlement to this revenue 
arises. At the time of initial recognition the full amount of revenue is recognised. If the 
Municipality does not enforce its obligation to collect the revenue, this would be 
considered as a subsequent event. Collection charges are recognised when such 
amounts are legally enforceable. Rebates and discounts are offset against the related 
revenue. In terms of iGRAP 1, as there is no Intention of collecting this revenue. 

Penalty interest on unpaid rates is recognised on a time proportionate basis as an 
exchange transaction. 

Fine Revenue constitutes both spot fines and summonses. Fine revenue is recognised 
when the spot fine or summons Is issued. In cases where fines and summonses are 
issued by another government institute, revenue will only be recognised when monies are 
received, as the Municipality does not have any control over fines issued by other 
government institutes. 


Revenue from public contributions and donations is recognised when all conditions 
associated with the contribution have been met or where the contribution is to finance 
property, plant and equipment, when such items of property, plant and equipment 
qualifies for recognition and first becomes available for use by the Municipality. Where 
public contributions have been received, but the Municipality has not met the related 
conditions, it is recognised as an unspent public contribution (liability). 

Revenue from third parties i.e. insurance payments for assets impaired, are recognised 
when it can be measured reliably and is not being offset against the related expenses of 
repairs or renewals of the impaired assets. 

Contributed property, plant and equipment is recognised when such items of properly, 
plant and equipment qualifies for recognition and become available for use by the 
Municipality. 

All unclaimed deposits are initially recognised as a liability until 12 months expires, when 
all unclaimed deposits into the Municipality’s bank account may be treated as revenue. 
Historical patterns have indicated that minimal unidentified deposits are reclaimed after a 
period of twelve months. This assessment is performed annually at 30 June. Therefore 
the substance of these transactions indicate that even though the prescription period for 
unclaimed monies is legally three years, it is reasonable to recognise all unclaimed 
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monies older than twelve months as revenue. Although unclaimed deposits are 
recognised as revenue after 12 months, the Municipality still keep record of these 
unclaimed deposits for three years In the event that a party should submit a claim after 12 
months, in which case it will be expensed. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure 
is based on legislated procedures, including those set out in the Municipal Finance 
Management Act (Act No. 56 of 2003) and is recognised when the recovery thereof from 
the responsible councillors or officials is virtually certain. 

Revenue is measured at the fair value of the consideration received or receivable. 

When, as a result of a non-exchange transaction, a Municipality recognises an asset, it 
also recognises revenue equivalent to the amount of the asset measured at its fair value 
as at the date of acquisition, unless it is also required to recognise a liability. Where a 
liability is required to be recognised it will be measured as the best estimate of the 
amount required to settle the present obligation at the reporting date, and the amount of 
the increase in net assets, if any, recognised as revenue. When a liability is subsequently 
reduced, because the taxable event occurs or a condition is satisfied, the amount of the 
reduction in the liability will be recognised as revenue. 


1.24.2 Revenue from Exchange Transactions 

Revenue from exchange transactions refers to revenue that accrued to the Municipality 
directly in return for services rendered or goods sold, the value of which approximates the 
consideration received or receivable. 

Revenue from the sale of goods Is recognised when all the following conditions have 
been satisfied: 

• The Municipality has transferred to the purchaser the significant risks and rewards 
of ownership of the goods. 

• The Municipality retains neither continuing managerial involvement to the degree 
usually associated with ownership nor effective control over the goods sold. 

• The amount of revenue can be measured reliably. 

• It is probable that the economic benefits or service potential associated with the 
transaction will flow to the Municipality. 

• The costs incurred or to be Incurred In respect of the transaction can be measured 
reliably. 

At the time of initial recognition the full amount of revenue is recognised where the 
Municipality has an enforceable legal obligation to collect, unless the individual 
collectability is considered to be Improbable. If the Municipality does not successfully 
enforce its obligation to collect the revenue this would be considered a subsequent event. 

Service charges relating to electricity and water are based on consumption and a basic 
charge as per Council resolution. Meters are read on a monthly basis and are 
recognised as revenue when invoiced. Where the Municipality was unable to take the 
actual month’s reading of certain consumers, a provisional estimate of consumption for 
that month will be created. . The provisional estimates of consumption are recognised as 
revenue when invoiced. Adjustments to provisional estimates of consumption are made 
in the invoicing period in which meters have been read. These adjustments are 
recognised as revenue in the invoicing period. 
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Revenue from the sate of electricity prepaid meter cards is recognised at the point of 
sale. It is estimated that pre-pald electricity Is consumed within 5 to 7 days after date of 
purchase. The pre-paid electricity sold, but not consumed yet at year-end is disclosed as 
under Payables from Exchange Transactions in the Statement of Financial Position. 

Service charges relating to refuse removal are recognised on a monthly basis in arrears 
by applying the approved tariff to each property that has improvements. Tariffs are 
determined per category of property usage, and are levied monthly based on the 
recorded number of refuse points per properly. 

or 

Service charges relating to refuse removal are recognised on an annual basis in advance 
by applying the approved tariff to each properly that has improvements, Tariffs are 
determined per category of property usage. 


Service charges relating to sanitation (sewerage) are recognised on a monthly basis in 
arrears by applying the approved tariff to each property that has improvements. Tariffs 
are determined per category of property usage. In the case of residential property a fixed 
monthly tariff is levied and In the case of commercial property a tariff is levied based on 
the number of sewerage connection on the property. Service charges based on a basic 
charge as per Council resolution. 

or 

Service charges from sanitation (sewerage) are recognised on an annual basis in 
advance by applying the approved tariff to each property that has improvements. 

Interest revenue is recognised using the effective Interest rate method. 

Revenue from the rental of facilities and equipment is recognised on a straight-line basis 
over the term of the lease agreement. 


Revenue arising from the application of the approved tariff of charges is recognised when 
the relevant service is rendered by applying the relevant tariff. This includes the issuing 
of licences and permits. 

Revenue from the sale of goods is recognised when substantially all the risks and 
rewards in those goods are passed to the consumer. 

Revenue arising out of situations where the Municipality acts as an agent on behalf of 
another entity (the principal) is limited to the amount of any fee or commission payable to 
the municipality as compensation for executing the agreed services. 

Revenue is measured at the fair value of the consideration received or receivable. 


The amount of revenue arising on a transaction is usually determined by agreement 
between the Municipality and the purchaser or user of the asset or service. It is measured 
at the fair value of the consideration received or receivable taking into account the 
amount of any trade discounts and volume rebates allowed by the Municipality. 
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In most cases, the consideration Is in the form of cash or cash equivalents and the 
amount of revenue is the amount of cash or cash equivalents received or receivable. 
However, when the inflow of cash or cash equivalents is deferred, the fair value of the 
consideration may be less than the nominal amount of cash received or receivable. When 
the arrangement effectively constitutes a financing transaction, the fair value of the 
consideration is determined by discounting all future receipts using an imputed rate of 
interest. The imputed rate of interest is the more clearly determinable of either: 

• The prevailing rate for a similar instrument of an issuer with a similar credit rating: 

• A rate of Interest that discounts the nominal amount of the instrument to the current 
cash sales price of the goods or services. 

The difference between the fair value and the nominal amount of the consideration is 
recognised as interest revenue. 


When goods or services are exchanged or swapped for goods or services which are of a 
similar nature and value, the exchange Is not regarded as a transaction that generates 
revenue. When goods are sold or services are rendered in exchange for dissimilar goods 
or services, the exchange is regarded as a transaction that generates revenue. The 
revenue is measured at the fair value of the goods or services received, adjusted by the 
amount of any cash or cash equivalents transferred. When the fair value of the goods or 
services received cannot be measured reliably, the revenue is measured at the fair value 
of the goods or services given up, adjusted by the amount of any cash or cash 
equivalents transferred. 


1.25. RELATED PARTIES 

The Municipality resolved to adopt the disclosure requirements as per GRAP 20 - 
“Related Party Disclosures", 

A related party is a person or an entity: 

• with the ability to control or jointly control the other party, 

• or exercise significant Influence over the other party, or vice versa, 

• or an entity that is subject to common control, or joint control. 

The following are regarded as related parties of the Municipality: 

(a) A person or a close member of that person's family is related to the Municipality if 
that person: 

• has control or joint control over the Municipality. 

• has significant influence over the Municipalities. Significant influence is the 
power to participate in the financial and operating policy decisions of the 
Municipality. 

• is a member of the management of the Municipality or its controlling entity. 

(b) An entity is related to the Municipality If any of the following conditions apply: 
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• the entity is a member of the same economic entity (which means that each 
controlling entity, controlled entity and fellow controlled entity is related to the 
others). 

• one entity is an associate or joint venture of the other entity (or an associate 
or joint venture of a member of an economic entity of which the other entity is 
a member). 

• both entities are joint ventures of the same third party. 

• one entity is a joint venture of a third entity and the other entity is an 
associate of the third entity. 

• the entity is a post-employment benefit plan for the benefit of employees of 
either the Municipality or an entity related to the Municipality. If the reporting 
entity is itself such a plan, the sponsoring employers are related to the entity. 

• the entity is controlled or jointly controlled by a person identified in (a). 

• a person identified in (a) has significant influence over that entity or is a 
member of the management of that entity (or its controlling entity). 

Close members of the family of a person are those family members who may be 
expected to influence, or be Influenced by that person in their dealings with the 
Municipality. A person is considered to be a close member of the family of another 
person if they; 

(a) are married or live together in a relationship similar to a marriage; or 

(b) are separated by no more than two degrees of natural or legal consanguinity or 
affinity. 

Management (formerly known as “Key Management”) includes all persons having the 
authority and responsibility for planning, directing and controlling the activities of the 
Municipality, including: 

(a) all members of the governing body of the Municipality: 

(b) a member of the governing body of an economic entity who has the authority and 
responsibility for planning, directing and controlling the activities of the Municipality; 

(c) any key advisors of a member, or sub-committees, of the governing body who has 
the authority and responsibility for planning, directing and controlling the activities 
of the Municipality; and 

(d) the senior management team of the Municipality, including the chief executive 
officer or permanent head of the Municipality, unless already Included in (a). 

Management personnel include: 

(a) All directors or members of the governing body of the Municipality, being the 
Executive Mayor, Deputy Mayor, Speaker and members of the Mayoral Committee. 

(b) Other persons having the authority and responsibility for planning, directing and 
controlling the activities of the reporting Municipality being the Municipal Manager, 
Chief Financial Officer an all other managers reporting directly to the Municipal 
Manager or as designated by the Municipal Manager. 

Remuneration of management includes remuneration derived for services provided to the 
Municipality in their capacity as members of the management team or employees. 
Benefits derived directly or indirectly from the Municipality for services in any capacity 
other than as an employee or a member of management do not meet the definition of 
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remuneration. Remuneration of management excludes any consideration provided solely 
as a reimbursement for expenditure incurred by those persons for the benefit of the 
Municipality. 

The Municipality operates In an economic environment currently dominated by entities 
directly or indirectly owned by the South African government. As a result of the 
Constitutional independence of all three spheres of government in South Africa, only 
parties within the same sphere of government will be considered to be related parties. 
Only transactions with such parties which are not at arm's length and not on normal 
commercial terms are disclosed. 


1.26. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure Is expenditure that has not been budgeted, expenditure that is 
not in terms of the conditions of an allocation received from another sphere of 
government, municipality or organ of state and expenditure in a form of a grant that is not 
permitted in terms of the Municipal Finance Management Act (Act No. 56 of 2003). 
Unauthorised expenditure is accounted for as an expense (measured at actual cost 
incurred) in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue In the Statement of Financial Performance. 


1.27. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that Is contrary to the Municipal Finance 
Management Act (Act No. 56 of 2003), the Municipal Systems Act (Act No. 32 of 2000), 
the Public Office Bearers Act. and (Act. No. 20 of 1998) or is in contravention of the 
Municipality’s Supply Chain Management Policy. Irregular expenditure excludes 
unauthorised expenditure. Irregular expenditure is accounted for as expenditure 
(measured at actual cost incurred) in the Statement of Financial Performance and where 
recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 


1.28. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure Is expenditure that was made in vain and could have 
been avoided had reasonable care been exercised. Fruitless and wasteful expenditure is 
accounted for as expenditure (measured at actual cost incurred) in the Statement of 
Financial Performance and where recovered, It is subsequently accounted for as revenue 
In the Statement of Financial Performance. 


1.29. CONTINGENT LIABILITIES AND CONTINGENT ASSETS 

A contingent liability is a possible obligation that arises from past events and whose 
existence will be confirmed only by the occurrence or non-occurrence of one or more 
uncertain future events not wholly within the control of the Municipality. A contingent 
liability could also be a present obligation that arises from past events, but is not 
recognised because it is not probable that an outflow of resources embodying economic 
benefits will be required to the obligation or the amount of the obligation cannot be 
measures with sufficient reliability. 
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The Municipality does not recognise a contingent liability or contingent asset, A 
contingent liability Is disclosed unless the probability of an outflow of resources 
embodying economic benefits or service potential is remote. A contingent asset is 
disclosed where the inflow of economic benefits or service potential is probable. 

Management judgement is required when recognising and measuring contingent 
liabilities. 


1.30. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES 

In the process of applying the Municipality’s accounting policy, management has made 
the following significant accounting judgements, estimates and assumptions, which have 
the most significant effect on the amounts recognised in the financial statements: 

1.30.1 Post retirement medical obligations and, Long service awards 

The cost of post retirement medical obligations and long service awards are determined 
using actuarial valuations. The actuarial valuation involves making assumptions about 
discount rates, expected rates of return on assets, future salary increases, mortality rates 
and future pension increases. Major assumptions used are disclosed in note 4 of the 
financial statements. Due to the long-term nature of these plans, such estimates are 
subject to significant uncertainty. 

1 .30.2 Impairment of Receivables 

The calculation in respect of the impairment of debtors is based on an assessment of the 
extent to which debtors have defaulted on payments already due, and an assessment of 
their ability to make payments based on their creditworthiness. This was performed per 
service-identifiable categories across all classes of debtors. 

1.30.3 Property, Plant and Equipment 

The useful lives of property, plant and equipment are based on management’s 
estimation. Infrastructure’s useful lives are based on technical estimates of the practical 
useful lives for the different Infrastructure types, given engineering technical knowledge of 
the infrastructure types and service requirements. For other assets and buildings 
management considers the impact of technology, availability of capital funding, service 
requirements and required return on assets to determine the optimum useful life 
expectation, where appropriate. The estimation of residual values of assets is also based 
on management’s judgement whether the assets will be sold or used to the end of their 
useful lives, and in what condition they will be at that time. 


Management referred to the following when making assumptions regarding useful lives 
and residual values of property, plant and equipment. 

• The useful life of movable assets was determined using the age of simitar assets 
available for sale in the active market. Discussions with people within the specific 
industry were also held to determine useful lives. 

• Local Government Industry Guides was used to assist with the deemed cost and 
useful life of infrastructure assets. 

• The Municipality referred to buildings in other municipal areas to determine the 
useful life of buildings. The Municipality also consulted with engineers to support 
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the useful life of buildings, with specific reference to the structural design of 
buildings. 

For deemed cost applied to other assets as per adoption of Directive 7, management 
used the depreciation cost method which was based on assumptions about the remaining 
duration of the assets. 

The cost for depreciated replacement cost was determined by using either one of the 
following: 

• cost of items with a similar nature currently in the Municipality's asset register; 

• cost of items with a similar nature in other municipalities’ asset registers, given that 
the other municipality has the same geographical setting as the Municipality and 
that the other municipality's asset register is considered to be accurate; 

• cost as supplied by suppliers. 

For deemed cost applied to land and buildings as per adoption of Directive 7, 
management made use of on independent valuator. The valuator's valuation was based 
on assumptions about the market’s buying and selling trends and the remaining duration 
of the assets. 


1 .30.4 Intangible Assets 

The useful lives of intangible assets are based on management's estimation, 
Management considers the Impact of technology, availability of capita! funding, service 
requirements and required return on assets to determine the optimum useful life 
expectation, where appropriate. 


Reference was made to intangibles used within the Municipality and other municipalities 
to determine the useful life of the assets. 


For deemed cost applied to intangible assets as per adoption of Directive 7, management 
used the depreciation cost method which was based on assumptions about the remaining 
duration of the assets. 

1.30.5 Investment Property 

The useful lives of investment property are based on management’s estimation. 
Management considers the Impact of technology, availability of capital funding, service 
requirements and required return on assets to determine the optimum useful life 
expectation, where appropriate. The estimation of residual values of assets is also based 
on management’s judgement whether the assets will be sold or used to the end of their 
economic lives, and in what condition they will be at that time. 

Management referred to the following when making assumptions regarding useful lives 
and valuation of investment property: 

• The Municipality referred to buildings In other municipal areas to determine the 
useful life of buildings. 
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• The Municipality also consulted with professional engineers and qualified valuators 
to support the useful life of buildings. 

For deemed cost applied to Investment Properly as per adoption of Directive 7, 
management made use of on independent valuator. The valuator's valuation was based 
on assumptions about the market’s buying and selling trends and the remaining duration 
of the assets. 

1 .30.6 Provisions and Contingent Liabilities 

Management judgement Is required when recognising and measuring provisions and 
when measuring contingent liabilities. Provisions are discounted where the time value 
effect is material. 

1.30.7 Revenue Recognition 

Accounting Policy 1.24.2 on Revenue from Non-Exchange Transactions and Accounting 
Policy 1.24.1 on Revenue from Exchange Transactions describes the conditions under 
which revenue will be recognised by management of the Municipality. 

In making their judgement, management considered the detailed criteria for the 
recognition of revenue as set out in GRAP 9: Revenue from Exchange Transactions and 
GRAP 23; Revenue from Non-Exchange Transactions.). Specifically, whether the 
Municipality, when goods are sold, had transferred to the buyer the significant risks and 
rewards of ownership of the goods and when services are rendered, whether the service 
has been performed. Revenue from the issuing of spot fines and summonses has been 
recognised on the accrual basis using estimates of future collections based on the actual 
results of prior periods. The management of the Municipality is satisfied that recognition 
of the revenue in the current year is appropriate. 

1.30.8 Provision for Landfill Sites 

The provision for rehabilitation of the landfill site is recognised as and when the 
environmental liability arises. The provision is calculated by a qualified environmental 
engineer. The provision represents the net present value at the reporting date of the 
expected future cash flows to rehabilitate the landfill site. To the extent that the 
obligations relate to an asset, it is capitalised as part of the cost of those assets. Any 
subsequent changes to an obligation that did not relate to the initial related asset are 
recognised in the Statement of Financial Performance. 

Management referred to the following when making assumptions regarding provisions: 

• Professional engineers were utilised to determine the cost of rehabilitation of 
landfill sites as well as the remaining useful life of each specific landfill site. 

• Interest rates (investment rate) linked to prime was used to calculate the effect of 
time value of money. 

1.30.9 Provision for Task Implementation 

The provision at 30 June for Task Implementation represents the Municipality’s obligation 
towards qualifying officials as a result of a new national grading system for municipalities 
which came into effect on 1 October 2009. The calculation was based on the difference 
between the current basic salary compared to the basic salary as per new TASK grading. 
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The difference between these two packages was backdated to the implementation date 
of the TASK grading system. 

1.30.10 Provision for Staff ieave 

Staff leave is accrued to employees according to collective agreements. Provision is 
made for the full cost of accrued leave at reporting date. This provision will be realised as 
employees take leave or when employment is terminated. 


1.30.irPre-paid electricity estimation 

Pre-paid electricity is only recognised as income once the electricity is consumed. The 
pre-paid electricity balance (included under payables) represents the best estimate of 
electricity sold at year-end that Is still unused. The actual pre-paid electricity sold per day 
for the last 5 days during the year under review Is used as the estimate for calculating 
unused units 

1.30.12 Componentlsation of Infrastructure assets 

All infrastructure assets are unbundled Into their significant components in order to 
depreciate all major components over the expected useful lives. The cost of each 
component Is estimated based on the current market price of each component, 
depreciated for age and condition and recalculated to cost at the acquisition date if known 
or to the date of initially adopting the standards of GRAP. 

1.30.13 Provision for Clearing of Alien Vegetation 

The Economic entity has an obligation to clear alien vegetation. The provision represents 
the present cost to clear the alien vegetation. This was based on the current clearing cost 
per hectare and the total size of the land to be cleared. 

1 .31 . TAXES - VALUE ADDED TAX 

Revenue, expenses and assets are recognised net of the amounts of value added tax. 
The net amount of Value Added Tax recoverable from, or payable to, the taxation 
authority is included as part of receivables or payables in the Statement of Financial 
Position. 


1.32. CAPITAL COMMITIVIENTS 

Capital commitments disclosed in the financial statements represents the contractual 
balance committed to capital projects on reporting date that will be incurred in the period 
subsequent to the specific reporting date. 


1.33. EVENTS AFTER REPORTING DATE 

Events after the reporting date are those events, both favourable and unfavourable, that 
occur between the reporting date and the date when the financial statements are 
authorised for issue. Two types of events can be identified: 

• those that provide evidence of conditions that existed at the reporting date 
(adjusting events after the reporting date); and 


41 



BITOU MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2014 


• those that are indicative of conditions that arose after the reporting date (non- 
adjusting events after the reporting date). 

If non-adjusting events after the reporting date are material, the Municipality discloses the 
nature and an estimate of the financial effect. 


1.34. TAXATION 

1.34.1 Current tax assets and liabilities 

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. 
If the amount already paid in respect of current and prior periods exceeds the amount 
due for those periods, the excess is recognised as an asset. 

Current tax liabilities/(assets) for the current and prior periods are measured at the 
amount expected to be paid to/(recovered from) the tax authorities, using the tax rates 
and tax laws that have been enacted or substantively enacted by the reporting date. 

1.34.2 Deferred tax assets and liabilities 

Deferred tax liability is recognised for all taxable temporary differences, except to the 
extent that the deferred tax liability arises from the initial recognition of an asset or liability 
in a transaction which at the time of the transaction, affects neither accounting profit nor 
taxable profit (tax loss). 

A deferred tax asset is recognised for all deductible temporary differences to the extent 
that it is probable that taxable profit will be available against which the deductible 
temporary difference can be utilised. A deferred tax asset is not recognised when it 
arises from the initial recognition of an asset or liability in a transaction at the time of the 
transaction, affects neither accounting profit nor taxable profit (tax loss). 

A deferred tax asset is recognised for the carry forward of unused tax losses and unused 
STC credits to the extent that it is probable that future taxable profit will be available 
against which the unused tax tosses and unused STC credits can be utilised. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to 
apply to the period when the asset is realised or the liability is settled, based on tax rates 
(and tax laws) that have been enacted or substantively enacted by the reporting date. 

1.34.3 Tax expenses 

Current and deferred taxes are recognised as income or an expense and included in 
surplus/deficit for the period. 

Current tax and deferred taxes are charged or credited directly to equity if the tax relates 
to items that are credited or charged, in the same or a different period, directly to equity. 
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NET ASSET RESERVES 

2014 

2013 


R 

R 

Capital Replacement Reserve 

7 500000 

5 OOO 000 


7 500 000 

5000 000 

LONG-TERM UABiLlTIES 

Annuity Loans - At amortised cosi 

132 227 328 

126 701 904 

Capitalised Lease Liability - At amortised cost 

530030 

1 073 675 


132 767 368 

127 776 579 

Current Portion transferred to Current Liabilities 

(12 212 449) 

(11 166 842) 

Annuity Loans - At amortised cost 

(11 891 991)1 

(10 370 492) 

Capita'sed Lease Liability - At amortised cost 

(320 458) : 

(798 350) 

Total Long term Liabilities - At amortised cost using Ihe efTeclive interest rate method 

120 544 910 

116 606 736 


Refer belcwfor maturity dales of lot>g term liabilities: 


The obtigaUons under annuity loans are scheduled below. 


Minimum 
anrtully paymertts 


Amounts payable under annuity loans: 

Payable within one year 

26 006 062 

24 217 295 

Payable wilhh two to five years 

95 531846 

87659 995 

Payable after five years 

93 809 334 

104413446 


215 347 242 

216290 736 

Less: Future finance obligations 

(63 119 915) 

(69586 632) 

Present value of annuity obligations 

132 227 327 

126 701 804 


Various slfuctured loans have been taken up Vi^th DBSA with an original value tola-iing R79.5m. One of the 
D8SA loans has a repayment period of 10 years maturing on 30/06/2017 paid with equal Instalments. All other 
loans are paid 6 monthY on a 'Fixed capital phis interest' basis over a 20 year period each vtiih a maturity 
dale ranging from 31/12/2019 • 31/12/2029 respectivety. Interest rates 8pp.^b!e on a'l loans vary from 9% to 
12H 

first National Bank 

A loan amounting to R3, 400.000 has been taken up from First National Bank. This lean will be paid 6 monlKy 
on a 'fixed capital plus intsresl ' basis over a five year period with maturity date of 30/06/2015. Interest rate 
applicable lothis loan amounts to tO.$6'V<i 


Standard Bank 

Nine loans orlglnaily amounting to a tots! of R76.290 miiiion had been taken up from Standard bank. These 
loans will be paid back 6 monthly on a "fixed capital plus Interest' basis over a period which various between 
5 and 10 years, with maturity dales from 30/06/2018 to 30/06/2023 respectively. Interest rales applicable to 
these loans amounted to11.26%and 10.71% respectively 


A Fixed Deposit of R 4 879 989 (2013: R4 677 153) has been ring-fenced (or the purposes 
of repayfr^g Long-term Liabifttlss as set oirt in Note 17 


The fair value of Long- Term UablMies was determined after considering 0»e standard terms and conditions of 
agreements entered into between the municipality and the relevant financing msUlutions. 


The obligations under finance leases are scheduled belO’W 


Amounts payable under finance leases: 
Payable within one year 
Payable with'n two to five years 
Payable after five years 


Less: Future finance oWigations 

Present value of (ease obligations 

Leases are secured by property, plant and equipment- Note 13 


Minimum 


lease payments 


352 742 

856 765 

220 101 

291 337 

572 843 

1 146 122 

(42 813) 

(74 447) 

630 030 

1 073 676 


The municipality has entered into lease agreement with Avfe for motor vetwfe rentals and rental agreements 
for photocopier machines The rental periods vary betweenS and Syears, starting i July 2010. Rental 
instalments are payable monthly .No escalation Is appf-aibio. 
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EMPLOYEE BENEFITS 


Post Relirement Benefits • Refer to Note 4,1 


70143 018 

58221 065 

Long Service Awards • Refer to Note 4.2 


2 645 206 

2 741 570 

Total Non-current Employee Benefit Liabilities 


72 788 224 

60 962 635 



2014 

2013 



R 

R 

Pfixt RaUramtint Renefits 




Balance 1 July 


S9 122 467 

55 753 535 

Contribution for the year 


9 244 913 

8 367 542 

Expenditure for the year 


(959 772) 

(655 466) 

Actuarial (Loss/Gain) 


3666 360 

(4 143 135) 

Total post retirement benefits 30 June 


71 093 958 

69 122 457 

Less: Transfer of Current Portion - Note 7 


(950 940) 

(901 392) 

Balance 30 June 

^sss= 

70 143 018 

58 221 065 

Lena Service Awards 




Balance 1 Jt^y. 


3 250052 

2966411 

Contributton for the year. 


712 649 

616 349 

Expenditure tor the year. 


(656 559) 

(449 391) 

Actuarial Loss/(Galn) 


(222 438) 

96683 

Total long service 30 June 


3 083 708 

3 260 052 

Less: Transfer of Current Portion - Note 7 


(438 500) 

(508 482) 

Balance 30 June 

— 

2 646 208 

2 741 570 

TOTAL NON CURRENT EMPOLYSe BENefITS 




Balance 1 Juty 


62 372 609 

58 739 946 

Contribution for the year 


9957 562 

8983 891 

Expenditure for the yesr 


(1 816331) 

(1 304 877) 

Actuarial Gain/(Lo$s) 


3 463 924 

(4048 4S2) 

Total employae beneftta 30 June 


74 177 664 

82 372 509 

Less: Transfer of Currant Portion • Note 7 


(1 389 440) 

(1 409 874) 

Balance 30 June 


72 788 224 

60 952 635 

EMPLOYEE BENEFITS (CONTINUE) 




Poat Retirement Baneriis 




The Post Ret'rement Benefit Plan la a defined bertefil plan, of Vkhich the members are made up as follows; 



In-service (employee) members 


348 

381 

Continuation members (e,g. Retirees, widows, orphans) 


33 

33 

Total Membara 


381 

394 



2014 

2013 



R 

R 

The liability In respect of past service has been estimated to be as f^lows: 




In-service members 


55 890289 

46 655 013 

Contirruadon members 


IS 203 669 

12 467 444 

Total Liability-unfunded 


71 093 956 

59122 457 

The liabifity ki respect of periods commeiKing prior to the comparative year has beerr 




estimated as follows: 





2012 

2011 

2010 



R 

R 

in-service members 

43084238 

28 578326 

21 234 895 

Conl'nuation members 

12669297 

9695176 

7247 119 

Total Liability 

66 753 53S 

38 273 602 

28 482 014 
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2014 

2013 

2012 

2011 

Experience adjustments were calculated as follows 

(Rm) 

(Rm) 

(Rm) 

(Rm) 

Liabilities (Gah)/loss 

-2-756 

-2.838 

10.020 

2.325 


file municipa'ity makes monthly contnl)utions for health care atranoemenls tothe foSc*^ medcal aid 
schemes: 

Bonita's: 

LA Health 

Samwu 

Keyhea'lh. 

Hosmed 

Key atiuarial assumptions used: 

I) Rate ol Interest 
Discount rate 

Health Care Cost Inflation Rale 
Net Effective Discount Rale 

The discount rate used is a composite of ai| sovemmenl bonds and Is ca'^uiated u»ng a technique 
kno'ATi as "bootstrapping" 

II) Mortality rates 

The PA SO ultimate table, rated tktm by 1 year of age was used by the eciuartes for posl-retiremenl 
The SA SS-90 table was used by the actuaries (or current err^loyees 


2014 

% 


9.18 

8.31 

0.81 


2013 

% 


9.22 

7.85 

1.26 


III) Normal retirement age 

It has been assumed that In-service members w« reBre at an average age of 67. which then imj^icilly 
allows for expected rales of early and ill-heel* retiremenl 


The amounts recognised In the Stalonient of Financial Position are as follows: 

Present value ot fund obiigstlons 
Net liability-unfunded 


Reconciliation of present value of fund obligation; 

Present value of fund ob^galion at the beginning of the year 

Tote) expenses 

Current service cost 

Interest Cost 

Beneflla Paid 

Actuarial Ga:n/(Losses) 

Present value of fund obligation at the end of the year 
Less: Transferof Current Portion- Note 7 

Balance 30 June 

Sensitivity Anatyais on the Accrued Uabllity In {R milSons) 


In-seivice 

members 

liability 

Assumption 

Central Assumptions 5S.890 

The effect of movements In Iho assumptions are as follows: 


Assumption 

Change 

In-service 

members 

llabllHy 

(Rm) 

Health care inflation 

1% 

67.469 

Health care inflation 

-1% 

46.754 

Posl-refiremenl mortality 

-1 year 

57.639 

Average retirement age 

-lyear 

59.762 

Membership after retirement 

-10% 

50.2M 

Assumption 

Change 

Current service 
Cost 

(R) 

Central Assumption 


3836900 

Health care inflation 

1% 

4 776500 

Healthcare inflation 

-1% 

3111600 

Post-retirement mortality 

-lyear 

3948900 

Average refrement age 

• lyear 

4 177 500 

Withdravral Rate 

50% 

4532400 


2014 2013 

R R 


71093958 59122457 


71 0»3 9S8 

89 122 487 

59122 457 

8 285 141 

55753535 

7 612 057 

9 244 913 
(959 772) 

3612408 

4 555134 
(655486) 

3 666380 

(4 143135) 

71093956 

59 122457 

(950940) 

(901 392) 

T0 143018 

86 221 066 


Continuatton 



members 



liability 

Totai liability 


(Rm) 

(Rm) 

% change 

15204 

71.094 



Continuation 

members 

liability 

Total liability 


(Rm) 

(Rm) 

% change 

17.187 

84.656 

19 

13.555 

60.308 

(16) 

15-763 

73.402 

3 

15.204 

74.966 

5 

15204 

65.457 

(0) 


Interest Cost Tola! 
(R) 

5408 000 

9244 900 

% change 

8 450900 

11 229400 

21 

4579000 

7 690 800 

(17) 

5 580500 

9 529 400 

3 

5 719600 

9 897 100 

7 

5 872 900 

10 405 300 

13 
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2014 


2013 


4.2 Long Service Bonuses 


The Long Service Bonus plans are defined beneffi plans. 


As al year end, the foltotving number of employees were er^'Ko for Long Service Bonuses. 


Key actuarial assumptions used: 

I) Rate of Interest 
Discount rale 

General Salary Inflation (long-term) 

Net Effective Discount Rate applied to salary-related L<mg Service Bonuses 

The discount rate used Is a composite of ait government boruls and is calculated usirtg a technigoe 
known as '’bootstrapping" 

The amounts roeognised In the Statement of Financial Position are as follows: 

Present value of fund obligations 
Net liability-unfunded 

The liability ir» respect of periods commencing prior to the comparative year has been 
esSmaled as follows; 

20f2 

R 

Total Liability-unfunded 

2014 2013 

Experience adjustments were calculated as follows 

Liabilities (Ga!n)/1oss 261 276 {12 137) 


Reconciliation of present value of fund obligation: 

Present value of fund obligation al the beginn'ng of the year 
Total expenses 

Current service cost 
Interest Cost 
Benefits Paid 

Actuarial Losses/lOain) 

Present value of fund obligation at the end of the year 
Less: Transfer of Current Portion - Note 7 
Balance 30 June 


379 381 


2014 

2013 

% 

% 

7.67 

7.24 

7.06 

6.75 

0.74 

0.46 

2014 

2013 

R 

R 

3083706 

3 250 052 

3 083 706 

3 250062 

2011 

2010 

R 

R 

3 337 464 

2 570 623 

2012 

2011 

(076737) 

159944 


3 250 052 
56 090 

2956411 

166958 

712 649 ' 
(656 569) 

431 797 
164 652 
(449 391) 

(222 436) 

96663 

3 063 70$ 

3250052 

(436 500) 

(506482) 

2 646 206 

2 741 670 


Sensitivity Analysis on the Unfunded Accrued Liability (/n R MIlHons) 


Assumption 
Central assumptions 
General salary Inflation 
General salary inflation 
Average retirement age 
Average retirement age 
Withdrawal rales 


Liability 


Change 

(R) 

3,084 

% change 

1% 

3.270 

6 

-1% 

2.914 

(6) 

•2yrs 

2,678 

(16) 

^fs 

3,647 

16 

-50% 

3.783 

23 


4.3 Retirement funds 

The Municipa'ity requested detailed employee and pensioner informaton as wc3 as infonnation on the 
Municiparrty's share of the Pension and Retrement Funds’ assets from the fund adnvnislrator. The fund 
administrator confirmed that assets of the Pension and Reliremenl Funds are not split per participating 
employer. Therefore, the Municipality Is unable to detennine the value of the plan assets as defined in GRW» 
25. 

As part of the Municipality's process to value the defined benefit SaWbes. the Morydpatity requested 
pensioner data from the fund adminlslralor. The fend administrator dain Oral the pen^er data to bo 
confidenbal and were not w7nng to share the Informatioo with the Muttic^lily. Without delaJed pensioner data 
the Municipality was unable to calculate a reliable estimate of the accrued Batkin respect of pensioners 
who qualify for a defined benefit pension. 

Therefore, although both the Cape Joint Pension Fund and Cape Jdnt Ret'rement Fund are defined as 
defined benefit plans, it will be accounted for as defined conIribuUon plans. 


CAPE JOINT PENSION FUND 

The conlnbution rate payable is 9% by members and 26.77% by Council. The last actuarial valuation 
performed for the year ended 30 June 2013 revealed that the fend has a fentfng level of 99.7% (30 June 
2011 .99.4%). 


Contributions paid recognised in the Statement of Fmancial Peifiwmance 


209 293 170009 
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CAPE RETIREMENT FUND 


The conlribution rate payable is 9% by members end 18% by Counol Tbe last at^rial vatuabon performed 
for the year ended 90 June 2013 revealed that the fund is in a sound financial position with a fundirtg level of 
105.1 %. 


Contributions paid recognised in the Statement of Finaixaal Performanca 9 440 658 


DEFINED CONTRIBUTION FUNDS 

Council contribute to the Municipal Council Pension Fund which Is a defined conlribution fund. The retirement 
benefit fund is subject to the Pension Fund Act. 1958. with pension b^ng ca^ated on the pensionabts 
remuneration paid. Current contribuUons by Counol are charged against ei^ntSture on die basis of current 
service costs. 


Contributions paid recognised In the Statement of FinanOal Performance 


8 067 762 


390228 


Paged? 


s 


NON-CURRENT PROVISIONS 


2014 

R 


2013 

R 


8 


7 


Provision for Rehabiiitalion of Landfill-sites 
Provision for Cleaning of Alien Vegetation 
Total Non-current Provisions 


Landlill sues 

Balance 1 July.. 

Contribution for^e year.. 

Expenditure for the year.. 

Total provision 30 June 

Less: Transfer of Current Porbon to Cuirent Proin^*ons - Note 8 

Balance 30 June 


The municipasty has an obligaWn to rehabilitate landfia sites at the end of the expected useful Me of the asset 
Total cost and estimated dale of decommission of the ^te is as foSows: 

Decommission dale 2 014 

CoslofrehabStation 1 910462 


Clearing of Allen Vegetation 

Balance 1 July.. 

Contribution for the year,. 

Expenditure for the year,. 

Total provlalon 30 June 

Leas: Transfer of Current Portion to Current Provisions • Note 8 
Balance 30 June 


CONSUMER DEPOSITS 
Electricity end Water 
Total Consumer Deposits 

Ouarantees held In lieu of Electricity and Water Deposits 

Consumer deposits are paid by consumers on appficalion for near water and electricity 
connections. The deposKs ere repaid when the water and electricity connections ere 
terminated, in cases where consumers default on their accounts, Council utilizes the deposit 
as payment (or outstanding account 


No interest Is paid on consumer deposits held. 

Management of the munlcipanty is of the opinion that the carrying value of Consumer 
Deposits approximate their fairvaiues. 

The fair value of Consumer Deposits was determined after considering the standard terms 
and conditions of agreements entered Into between the munltipaMy and its consumers. 

CURRENT EMPLOYEE BENEFITS 

Current Portion of Post Retirement Benefits - Note 4 
Current Porbon of Long-Senrice Provisions - Note 4 
Staff Leave 
Bonuses 

Pension fund shortages 
TASK Evaluation 

Total Current Employee Benefits 

The movement in current employee benefits are reconciled as (oSows: 

Staff Leave 


Balance at beginning of year 
Contnhution to current portion 
Expenditure incurred 

Balance at end of year 



< 0 ) 

10 ). 


( 0 ) 

m 


2014 

2013 

R 

R 

7 850 COO 

6 743 751 

{5 039 536) 

1 106 249 

1910 462 

7 650 000 

{1910462) 

(7 650000) 


1 138953 

1 136953 

60447 

• 

1 199400 

1 138 953 

(i 199400) 

(1 138 953) 


( 0 > (01 


S 534 048 

5 225 285 

$534 048 

$ 225 285 

205 125 

205 125 


950 940 

901 392 

438 500 

508 482 

11 177 168 

8729139 

2606323 

2 158869 

762 105 

2013430 

- 

323177 

16966 035 

14 634 510 


8 729 139 

6946 641 

3 794 047 

3 028 053 

(1 346019) 

(1 243 555) 

11177 168 

8 729 139 


Staff leave accrued to employees according to ceSective agreement Prowston is made for the ftiO cost of 
accrued leave at reporting dale. This provision wi4 be realised as en^^ees take leave. Thera Is no 
possibility of reimbursement 


Bonuses 
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Barance al beginning of year. 

Contribution to current portion. 

Expencfiture incurred. 

Balance at end of year 

Bonuses arebeingpald to ait municipal staff, excluding secBon 67 Managers. The balance at year end 

represent to portion of the bonus that have already vested for die current sa'aty cycle. There is no poss-Mity 
of reimbursement 

Pension fund shortages 

Balance at beginning of year.. 

Contribution to current portion., 

Expenditure incurred.. 

Balance al end of year 

The municipally received notice from the Cape Joint Pension Fond tegardirtg a shorten in the annual 
earnings of the fund. The actual investment return that was reported ammmled to •0.94%-The provision 
amounts to the amount that the Fond requested the municipality to pay. Interest on the outstanding portion 
was added since February 2010. 

TASK Evaluation 

Balance al beginning of year.. 

Contnhulion to current portion,. 

Expenditure incurred,. 

Balance at end of year 

performance Bonuses 
Balar)ce at beginning of year 
Contribution to current portion 
Expenditure incurred 
Balance at end of year 

Performance bonuses were previously payabie to Municipal Manager. Directors and Employees on Ftx^ 
Term Contracts after an evaluation of parformance by the council. However this was terminated on 1 July 
2012 and no claims for bonuses are appricabie any more. 

PROVISIONS 

Current Portion of Clearing Ailiart Vegetation -Note 4 
Current Port'on of RehabiVtation of Lartomi-site -Note 4 
Settlement agreement with SARS 
Total Provisions 

The provision for SARS is an amount paysbte for understatement penalties v*ich was agreed uporx but 
rwt yet approved by the commissioner. Settled through en alternative dispute resolution mechanism 


2158 889 

1 976 176 

5 315130 

3987 049 

<4 867 6971 

(3 803 3361 

2 606 323 

2158 883 


2 013 430 

1 806 485 

(1 231 325) 

204 945 

762105 

2 013 430 


323 177 

938 392 

(323 177) 

(616 214) 


323177 



1 887 210 


(1 887 210) 

. 

• 


1 199 400 

1 138953 

1 910482 

7 650000 


330000 

3 109 862 

9 316 963 
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PAYABLES FROM EXCHANGE TRANSACTIONS 


2014 

R 


2013 

R 


Trade Payables 

Pre-pa!d eleclricity 

Other Creditors 

Payments received in advance 

Retentions 

Total Trade Payables 


28965616 21 201290 

148105 160070 

2 658 719 1 554 652 

7 002 453 6 498 103 

2 918 280 1 234 937 

41 693 172 29 649 051 


Payables are being recognised net of any discounts. 

Tbe average credit period on purchases is 30 days from the receipt of the tnviXce (as detemvned by the 
MFIM). No interest is charged for the first 30 days from the dale of receipt of the biviXce. Thereaftef interest 
is charged in accordance v.ith the credit policies of the various indivkfual credHors that die muntcfpali^ deals 
v-ith. The municipality has financial risk pofidas in place to ensure ttial aS payalries are paid wthin the credit 
timeframe. 

Other creditors mainly comprise deposits received towards services to be rendered to the inonlcipa5ty and 
unallocated banking deposits made on the municipality's banking accounts. No Interest Is raised and the 
credits held by the municipality are refundedonce the services have been rendered or appfied to the sendee 
account once the origin of the credit has been established. 


Management of the municipality is of the opinion that the carrying value of Credilors approximate their fair 
values. 


The fair value of Creditors were determined after consklaring the standard terms and conditions of 
agreements entered into between the municipality and other parties. 

AH payables are unsecured. 

10 UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 


Unspent Grants 

518453 

2t 859992 

Nationaf Government Grants 1 

. 

. 

Provincial Government Grants 

518 453 

21 659992 

District Municipality 

• 


Less; Unpaid Grants 

6 678 625 

260000 

National Government Grants 

6 578 525 : 

260 000 

Total Conditional Grants and Receipts 

(6 060 072) 

21 579 992 


See appendix “O* for reconciliation of grants from other spheres of government. The munleipaiity complied 
with the conditions attached to all grants received to the extent of revenue recognised. No grants were 
withheld. 

11 UNSPENT PUBLIC CONTRIBUTIONS 

Social responsibility 
LED Strategy 

Upgrade Kwano Sports field 
Beaches 

Total Unspent Public Contributions 


245673 245673 

673 365 2 858120 

919 058 3103 793 


Reconciliation of public ccntrlbutlona 

Social Responsibility 

Opening balance 
Conlnhutions received 
Conditions met - Transferred to revenue 
Closing balance 

LED Strategy (IOC) 

Opening ba'ance 
Contributions received 
Conditions met • Transferred to revenue 
Closing ba'ance 

Upgrade Kwano Sport field 

Opening ba'ance 
Conln'butions received 
Conditions met - Transferred to revenue 
Closing balance 


245 673 

245 673 

245 673 

245 673 


205 996 

. 

1205998) 

- 


2 658 120 3 000COO 

(2 164 735) (141 880) 

873 385 2 858 120 


Allen Vegetation (Std Bank) 

Opening ba'ance ' 

Contributions received 

Conditions met - Transferred to revenue : (194 bbi) 

Closing balance * 

Donat'on towards the erection of a gravestone at the Su3certKi3 graveyard 
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Upton 


Opening ba'ance 

Contributions received 

Conditions met - Transferred to revenue 

Closing ba’ance 


20000 
(20 000 ) 


Donation tovserds buying sea rescue equipment 
12 TAXES 

VAT PAYABLE 

VAT Payabie 

Total Vat payable 

12 511671 3120139 

12 611 671 3128139 

12 611 671 3129139 

VAT is rece^rable/payable on the cash basis. 


VAT RECEIVABLE 

VAT Receivabla 
Total VAT receivable 

NET VAT RECE(VABLE/(PAYABLE) 


13 PROPERTY, PLANT AND EQUIPMENT 

Sea attached sheet 
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13 PROPERTY. PUUKT AND EQUIPMENT 
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Assets pledged as security: 


2014 


2013 


AH the assets (Vehicles and Photostat Machines) which are obtained by flnanda) leases are {hedged as security. 
The total carrying amount of these assets Is R967 148 (2013: R1 037 088) 


Impairment of property, plant and equipment (or the year 

Impairment charges on Property, Plant and Equipmertt recognised in statement of performance • 7 320 479 


Effect of change In accounting estimates 
Change In estimates In terms of GRAP 3 

The useful life's of the folloyring assets were adjusted (or further periods 


14 


Depreciation after adjustments 


Buildings 

Electricity Reticulation 
Intangibles 

Light Delivery Vehkhles 
Motor Vehicles 
Office equipment 
Office Machines 
Other 

Other Land and Buildings 
Other Motor Vehicles 
Plant & equipment 

Roads Pavements Bridges & Stormwater 
Security Measures 

Sewerage Purification & Reticulation 

Specialised Vehicles 

Water Reservoirs & Reticulation 

Oepreclatlon before adjustments 
Buildings 

Electricity Reticulation 
light Delivery Vehichles 
Motor Vehicles 
Office equipment 
Office Machines 
Other 

Other Land and Buildings 
Other Motor Vehicles 
Plant & equipment 

Roads Pavements Bridges & Stormwater 
Security Measures 

Sewerage Purlflcatlon & Reticulation 

Speelitlsed Vehicles 

Water Reservoirs & Reticulation 


INVESTMENT PROPERTY 
Net Carrying amount at 1 July 
Cost 

Accumulated Depreciation 
Accumulated Impairmenls 
Oepreciaboh for the year 
Impairments for the year 
Net Carrying amount at 30 Juno 

Cost 

Accumulated Depredation 
Accumulated Impairments 

Change In estimates fn terms of GRAP 3 

The useful Lfe's of properties were adjusted for further periods 

Depredation after adjustments 

Depredation before adjustments 


There are no restricbons on the realsabirtty of Investment Proper^ or ttie r«nittanceof revenue and proceeds 
of disposal. 

There are no contractual obligations to purchase, conslrucl or develop investment proper^ wfor repairs, 
maintenance or enhancements. 

Revenue derived from the rental of Investment property 


225 D55 

74 502 

582 

835 

6978 


85953 


12 266 

62 439 

238954 

211674 

3674 


2 261 

612 

1025 

IS 953 

11 254 


73 366 


33 392 

45216 

11 413 

2 438 

6718 

10300 

1 513 

10 

32 390 

60374 

746 793 

474 353 


967 675 

647736 

860 

2394 

505815 


87 783 

406 764 

877089 

406 405 

39 314 

129849 

29 588 

19 730 

2078 

47 973 

279 525 


303 812 


AS 034 

168673 

50322 

6 889 

9 930 

20 806 

14416 

30 

47 681 

142 657 

3 260600 

1 999 726 


R 

R 

8B7SS438 

91 841 680 

93 376 369 
(1 701 796) 
f2 918 135) 

93 375369 
(1 533689) 

(2 713) 

(168107) 
12 918 135) 

88 762 726 

88 765438 

93 375369 
(1 704 509) 
(2 918135) 

93 375 369 
(1 701 796) 
(2 918135) 


2713 


166107 


1 222 523 

1 207 446 


2014 2013 

R R 
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INTANGIBLE ASSETS 


Computer Software 

Net Carrying amount at 1 July 

Cost 

Accumulated Amortsation 

Written-off 

Additions 

Amortisation 

Net Carrying amount at 30 June 
Cost 

Accumulated Amortsation 


4108 085 

4 765 847 

SeSI 468 

5981 468 

(1 873383) 

(1215821) 

(3 706 136) 

(106131) 

(657 562) 

295 818 

4 108 085 

591 271 

5981 468 

(265 445) 

(1 873 383) 
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The folIO'Mng material intangible assets are included it) the canying value above 


Carrying Value 



Remaifvno Amortisation 

2014 

2013 

Descriotion 

Period 

R 

R 

Microsoft Office and Other Software 

3 

1622.35 

2 433.53 

Microsoft Office and Other Software 

3 

12 333.72 

18 500.58 

Miaosoft Office and Other Software 

2 

4 623,59 

8091.23 

Miaosoft Office and Other Software 

2 

1 545,77 

2 705.09 

Miaosoft CWce arxl Other Software 

4 

34460.35 

46 286.07 

Miaosoft Office andOftierSoftware 

4 

8 212.03 

11027.58 

Miaosoft Office and Other Software 

4 

67 624.19 

90809.62 

Microsoft Office and Other Software 

4 

54 101.19 

72 650.17 

Microsoft Office and Oftier Software 

4 

111294.90 

149453.15 

Microsoft Office and Otfier Software 

3 


1531.68 

Microsoft Office and Odier Software 

1 


125,10 

Miaosoft Office end Odter Software 

1 



Microsoft Office and Other Software 

1 


1 346,08 

Cipal Software 

7 


308 281.19 

C'pal Software 

7 


65 734.35 

Cipal Software 

7 


389 630,37 

Cipal Software 

7 


494 372.47 

Cipal Software 

7 

295 818 

4108 095 


No intangible asset has an indeRnile useful fife. 

There are no inlema'ly generated intangible sssels at repodirtg date. 

There are no intangible assets whose ttle is restricled. 

There are no intangible assets pledged as security tor Eabifities 

There are no contractual commitments for the acgutsilion of tntang'Ke assets. 


Change In estimates In terms of ORAP 9 

The useful We's of properties were adjusted for ftirther periods 

Amortisation after adjustments 

Amortisation before adjustments 


6978 
22 658 
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HERITAGEASSETS 


Net Carrying amount at 1 July 

Acquisitions 

Disposals 

Impairments 

Reversal of Impairment losses 

Transfers from Property, Plant and equpment 

Net Carrying amount at 30 June 
Cost 

Accumulated In^pa'rmenl 


16S12 16S12 


16 612 

16612 

16512 

16512 


' 


Exemption was taken in terms of Directives . wfiere assets were recognised but t»l measwed yeL 

Ttiere are no reslrittions on the realisabiSty of Heritage Assets or the remittance of revenue and proceeds of 
disposal. 

There are no contractual obtigaHons to purchase, construct or develop Heritage Assets or for repairs, 
maintenance or enhancements. 

There are no Heritage Assets pledged as security (or fiabifibes 


NON ■ CURRENT INVESTMENTS 
Fixed OepMSS'ts 

Total Non- Current Investmerils 

Rxed Deposits are investments Viith a maturity penodof titorelhan 12 months and earn interest at an average 
rate of 7,00 Viper annum. . . 

Flced Deposits of R4 879 989 (2013: R4 877 513) are rfng-fenced for the purposes of repaying Long-term 
Uablitties as set out In Note 3 


4 879 9S9 4 577 513 

4 879 989 4 677 513 


LONG-TERM RECEIVABLES 
Housing selt'ng scheme ioans 
Less 1 Current portion transferred to current receivables 

Total 

Prior to the coming Into effect of the provisions of section 1$4(1)(c) of the UfMA(Aet 66 of 2003) on 1 July 
2004 loans were granted to qua'ifying senior staff members to enable Oiemlo acquire a house. The house 
should be occupied by the staff member and should be the prfmary home of the staff member. The repaymeni 
period of these loans and the appHcable interest rate is a maximum of 20 years and eight percent per annum, 
respectively. 


135 201 211686 

(76 842) (76465) 


The repayments applicable, are levied with tha moniWy consumer accounts, and outstanding amounw of 
these accounts are reflected as part of the oulsUodrig receivables from exchenge transactions. 


INVENTORY 

Consumables at store • At cost 
Waler-aicost 

Total Inventory 

Consumable stores materials written dosvn duo to losses as MenOfied during the annual stores counts. 
Consumable stores materials surpluses kfentified during ihe annual stores counts. 

Inventory recognised as an expense during ttie year 

No inventory assets were pledged as security for liabSiCes. 


RECEIVABLES FROM EXCHANGE TRANSACTIONS 
As at 30 June 2014 
Service Receivables 

Electricity 
V/aler 
Sewerage 
Sundries 
Refuse Removal 

Housing Rentals 

Total 

As at 30 June 2013 
Service Receivables 


Gross 

Balances 


67128251 


13658 794 
19227 156 
17997776 
4547 529 
11698996 


578 862 


67707113 


36 693 178 


2 661 161 

2676127 

129 494 

200 952 

2 790 654 

877 079 


2114 

• 

2166 924 

701 915 

Provision for 
Impairment 

Nett Balances 

36 240 534 

30 887 717 

3716959 

9 941 835 

10701 591 

8525 565 

11 064 601 

6932 975 

2 347 889 

2 199 640 

8 409 294 

3 287 702 


31 113935 


64717 655 


33 881 069 


30 836 586 




Electricity 

Water 

Sewerage 

Sundries 

Refuse Removal 

Housing Rentals 

Total 


14780976 
15579097 
17603272 
5822 573 
10931 737 

3 177 784 

8 498 437 
10433 686 
3902 446 

7 868 816 

11 603 192 
7080660 

7 169 686 
1920127 
3062 921 

440671 

269 806 

170 865 

65 158 325 

34 160 675 

31 007 450 


Ageing of Receivables from Exchange Transactions: 


feiectricilv): Aaeina 

Current (0-30 days) 
31 -60 Days 
61 -90 Days 
* 90 Days 

Total 


/Water): Aaefno 

Current (0-30 days) 
31 -60 Days 
61 -90 Days 
^ 90 Days 

Total 


/Sewerage): Aaeina 

Current (0-30 days) 
31 • 60 Days 
6t- 90 Days 
*90 Days 

Total 


fSurtdrfes); Aocfftg 

Current (0-30 days) 
31 • 60 Days 
61 -90 Days 
* 90 Days 

Total 


/Refuse): Aaetna 

Current (0-30 days) 
31 -60 Days 
61 • 90 Days 
1 90 Days 

Total 


/Housing); Aaeina 

Current (0-30 days) 
31 • 60 Days 
61 - 90 Days 
+ 90 Days 

Total 

/Total): Aaeina 

Current (0-30 days) 
31 -60 Days 
61 - 90 Days 
* 90 Days 

Total 


9237 036 

11552 346 

1025 464 

393306 

492664 

258438 

2 903 630 

2 576 886 

13 668 784 

14 780 978 


4 203 019 

4 547 410 

1 137 201 

1 376 268 

656 580 

516 937 

13230 356 

9137 461 

19 227166 

16 579 097 


2 256 805 

3 020 680 

451 301 

429 223 

381 849 

392 417 

14 907 822 

13 781 051 

17 997 776 

17 803 272 


516 220 

931 561 

208 434 

69827 

148 359 

49 282 

3874 516 

4 771 673 

4 547 628 

8 822 673 


1 439311 

1 965 387 

322 545 

320660 

303 201 

313750 

9631 939 

8331 960 

11 696 996 

10 931 737 


52 912 

59059 

13 774 

10 787 

13456 

12 496 

498 720 

358 329 

676 662 

440 671 


17 705 302 

22 076 645 

3158 719 

2 599090 

1996110 

1645 330 

44 846 962 

38 937 260 

67 707 113 

65168 326 
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RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 


2014 

R 


2013 

R 


Rates 

Other Receivables 
Insurance daws 
Sundry Debtors. 

Total Receivables from Non-Exchange Transactions 
Less: Alowarce for Doubtful Debts 

Total Net Receivables from Non-Exchange Transactions 


Ageing of Receivables from Norv-Exchange Transactions: 

fflafes); Aaelna 

Current (0-30 days) 

31 - 60 Days 
61 - 80 Days 
♦ 90 Days 

Total 


Receivables Impaired 



Exchange 


Transactions 

2014 

R'e 

Total 

36 583 175 

2013 


Total 

34 150 875 


ReconcltUtlon of Provision for Bad Debts 

Ba’anco at beginning of year 
Contribution to provision 
Bad Debts V/mten Off 

Balance at end of year 

In determining the recoverability of a trade receivable, the MunidpaMy considers at>y change in the credit 
quality of the trade receNeble from the date the credit was Initially granted, op to the reporting date. The 
concentration of credit risk is limited due to the customer base being large and unrelated. Accordingly, 
management believea no further credit provisiorw are required in excess of the present allowance for doubUul 


OPERATING LEASE ARRANGEMENTS 

The Municipality as Lessee (Liability) 

Balance on 1 July 
Movement during the year 

Balance on 30 Juno 


20685650 

17 898 777 

22 309 750 

2 113636 

22 309 750 ' 

2 113636 

42 935 400 

20 012413 

<25655 670) 

(5 366 084) 

17 339 730 

14 646 330 


4 727 661 

4 714 635 

740 956 

408 287 

308631 

251 278 

14 908 203 

12 524 573 

20 685 650 

17 898 777 


Non-Exchange 

Total 

Transactions 


R's 

R's 

25655670 

__62^48W 


5366 084 39518959 


39 516958 

41 614413 

29 664 315 

13108 784 

(6932 427) 

(16108239) 

62 248 847 

39 616 958 


SOO 926 

621 923 

(26 371) 

(20 998) 

474 654 

600926 



22.2 


23 


At the Statement of Financial Position date, Vitiere the mui^pa?!^ acts as a lessee under operatinp leases, it 
will pay operating lease expenddure as follows: 

Up to 1 Year 
I to 5 Years 
Wore than 5 Years 

Total Operating Lease Arrangements 

Operating leases consist out of agreements forbu'Wing rentals 

The municipa'ity does not engage In any sub-lease anangemenis. 

The monicipat.ty did not pay any corlif'genl rent duritig the year 

The Municipality as Lessor (Asset) 

Balance oni July 
Wovemenl during the year. 

Balance on 30 June 

At the Statement of Financial Position date, Uie mun«ipa<’ity Vkvl receive operating lease Income as follows: 


Up lo 1 Year 
1 to 5 Years 
Mora than 5 Years 

Total Operating Lease Arrangements 

This lease income was determined from contracts that have a specific conditional income and does i»l 
include tease irwme which has a undetermined con<fiBonal income. 

No reslricBons have been Imposed on the Munto'paiity In terms ol the operating lease 
agreements. 

■Rie leases are In respect of land and buildir>g$ being teased out for several purposes. 

The municipality does not engage in any sub-lease arrengemenis. 

The municIpaSty did not receive any contingent rent during the year 


CASH AND CASH EQUIVALENTS 


Aaeeta 

Cell Investments Deposits 
Bank Accounta 
Cash Floats 

Total Cash and Cash Equivalents • Assets 


Cash and cash equivalents comprises of cash held and short term deposits. The carrying amount of these 
assets approximates their fair value. 

Bank overdraft facility of RO . (2011) R 5,000,000 erdsis at Standard Bank. 

Security amounlng to R 200,000 are held at Abaa Bank (or E- Fuel. 

The municipality has the following bank accounts: 


Standard Bank George-Account Number 082509343 (Primary Bank Account) 
Standard Bank George-Account Number 282032371 (Dfrect Deposits) 
Standard Bank George-Account Number 082608288 (ACB) 

Standard Bank George-Account Number 082602535 (Traffic Account) 

FNB - AccountNumber 6206C970064 


Cash book balance at beginning of year 
Cash book balance at end of year 

SUndardBsnk George-Account Sumber 082S98343 (ptlmaiy Bank Account) 
Bank statement balance at beginning of year 
Bank statement balance at end of year 

Standard Bank Georgo-Aceoirnl Number 282032371 (Direct Deposits) 

Bank statement balance at beginning of year 
Bank statement balance at end of year 

Standard Bank George-Account Humber 0B2S92S3S (Traffic Account 

Sank statement balance at beginning of year 

Bank statement balance at end of year 

Standard Bank George-Account Number 082608288 (ACB) 

Bank statement balance at beginning of year 
Bank statement balatwe at end of year 
FNB- Account Number 6206097S964 
Bank statement balance at beginning of year 
Bank statement balance at end of year 


R 

R 

450 785 

144 564 

t 142 236 

738 013 


376 240 

1 503 021 

1 268 818 


1004 

2 887 

17 165 

(1 792) 

18259 

1096 


402 370 

3025 

1 538 685 

7 468 

1 655 624 

- 

3 498 679 

11 393 


25 764 902 

10 521 854 

23400 022 

31 675416 

11 220 

11220 

49177 044 

42 208 490 


24 261 082 

30 420 371 

3625 673 

653611 

5067 

73 316 

596 559 

627 180 

. 

3194 

28 509181 

31 785 672 

31 675 416 

1 564 610 

23 400 922 

31 675 416 

30 420 371 

7 150361 

24 261 082 

30426371 

653611 

1 326668 

3 625 573 

653 611 

627 180 

410604 

596 559 

627 180 

73 316 

113605 

5967 

73316 

3194 

6 735 


3194 


Call Investment Deposits 
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Call investment deposits consist out of the fotloA-irtg accounts: 


24 


Absa Account nr 20-4897-5233 
Absa Account nr 20-5009-0t76 
Absa Account nr 9294022970 
Standard Account nr 488-S60-7000-Ot 2 
Standard Account nr 488-607-7000-015 
Standard Account nr 488-607-7000-019 
Standard Account nr 488-607-7000-025 


For the purposes of the Cash Flow Statement, Barttt, Cash and Cash E<)uivalents inchide Cash-on-Hand. 
Cash in Banks and Investments itt Money Market Insbuments, net of outetanding Bank Overdrafts. 

Call Investment deposits are Investments with a metority period of tess Oiat> 3 months and 
earn interest rates varying from 5 % to 6 % per annum. 

ABSA inveslmenl account rrumber 2048975233 has been ceded as coltateral for twnd 
number 8043787245 to the amount of R 24 000. 

ABSA inveslmenl account number 2050090176 has been ceded as cr^aterat for bond 
number 8044250229 to the amount of R13 700. 


PROPERTY RATES 


Acfuaf 

Rateable Land and Buildings 


Residential, industrial, Rural and Other 

Commercial 

State 


Less: Rebates 

Total Assessment Rales 


42 454 38 303 

24 231 21 865 

10 075 437 

6 285 

405 795 389 931 

10065470 

15 216 986 

25 764 902 10 621 8S4 


2014 

2013 

R 

R 


97 213 634 

85 479 770 

67 069 388 

77 083 784 

7928 678 

7 539 348 

2 215 666 

878 638 

(2 198959) 

(1663686) 

85 014 876 

83 816 084 
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V3luatlons-1JULY2011 
Rateable Land and Buildings 


2014 

R 


2013 

R 


26 


26.01 


26.02 


26.03 


Residential, Industrial, Rural and Other 

Commerdal 

State 

Total Assessment Rates 


Assessment Rates are levied on the value of land and improvements, wMch vafuaOon must be performed 
every 6 years. Interim valuations are processed on an annual basis to take into account changes in indnridual 
property values due to alterations, consolidaUons and subdnrisions. A ne-ar ro3 was bnplemenled from 1 July 
2012 

The tariff for residential properties are used as the basis for the ca.!cutabon of property rates for ail other 
categories. A Business will pay 07% more than a househc^d and farms or rural propeit'es wd pay 75% less 
tharr residential households. 

Rates are levied annually on property and are payable by 30 September. Owners are alloMed to pay the 
annual assessment in 12 monthly instalments. Monthly rales are payable by the 15th of the foBo-Mng month. 
Interest is levied at the prime rale plus 1% on outstanding rates amounts. 

Rebates can be defined as any irrcome that the Munlcipafity Is entitled by tarv to levy, but which has 
subsequently been forgone byway of rebate or remisslor*. 


GOVERNMENT GRANTS SUBSIDIES 
Unconditional Grants 
Equitable Share 

Conditional Grants 

Grants and donations 

Total Government Qranta and Subsidies 

Government Grants and Subsidies • Cspilal 
Government Grants and Subsidies • Operating 


Revenue recognised per vote es requTed by Section 123 (c) of the MFMA 

Community & Social Services 

Electricity 

Executives Council 

Budget & Treasury 

Housing 

Planning & Development 

RoadTreniport 

Weter 

sports Recreation 
Public Safety 

Weite Water Management 
Waste Management 
Corporate Services 


The municipaiity does net expect any significanl changes to the level of grams. 

Equitable share 

Grants received 
Conditions met - Operatinq 

Unconditional 

The Equitable Share Is the unconditional share of tire reveiwe raised nationaity and Is being allocaled in terms 
of Section 2 1 4 of the Constitution (Act 1 08 of i 996) to the municipaffly by the National Treasury. 

Extended Public Works Program 

Opening balance 
Grants received 
Conditions met • Operating 

Conditions stiil to be met 

Job creation projects in previous disadvantage areas 

Local Government Financial Management Grant (FMG) 

Opening balance 
Grants received 
Conditions met • Operatinq 

Conditions met 


17 832 460 523 

16 968 522 917 

1 019138000 

1 022 978 050 

2 847 774 000 

2 476 936 177 

21 699 370 523 

20 468 437 144 


29 614 000 

23 376 000 

1 29814000 1 

23 375000 

105 263 441 

81 768 884 

1 105283 441 { 

81 766 864 

134 877 441 

106 131 864 

47 882 958 

22 867 500 

86 994 465 

82 274 384 

134 877 441 

106 131 864 

S 947 000 

4 184 451 


2 460 752 

31 521 357 

26743 894 

1900 000 

1 250 000 

65 127 355 

50 550 015 

. 

4 240 031 

1 140000 

531 892 

14 845000 

14 655 000 

200 000 


. 

782 

13 403 355 

1 535 248 

793 374 


134 877 441 

105131 864 


29614 000 
(29 614 000) 

23 376 000 
(23 375 000) 



. 

502 000 

1000000 

1 ooocoo 

(1 000000) 

(1 502 000) 



1 300000 

1 250 000 

(1 300000) 

(1 250 000) 

- 

- 
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The Financial Management Grant is paid by Natiofial Treasury to medium capacity munIdpaSties to heip 
implement the financiel reforms required by the Municipal FmarKe Management Act {MFfM), 2003. The FMG 
Grant also pays for the cost of the Financial Management IntemstKp Programme (e.g. salary costs of the 
Financial Management Interns). 


25.04 Municipal Systems Improvement Grant 


Opening balance 
Grants received 
Condil'ons met • Operating 

Conditions met 

The MSIG was used for building in-house capacity to perform munlc^al functions and stabilise institutional 
and governance systems, paid by National Treasury. 

25.05 Municipal Infrastructure Grant (MIG) 

Opening balance 
Grants received 
CondiUons met - Ctoeratinq 
Conditions met - Capital 

Conditions met 

The grant was used to upgrade infrastructure to previously disadvantaged areas, paid by National Treasury. 

26.06 Housing Grants 

Opening ba'anee 
Grants received 
Conditions mat • Operating 
Conditions met • Capital 
Pelunded 

Conditions met-to be recovered 

Housing grants was utilised for the development of erverr and the erection of fop structures, paid by the 

25.07 National Electrification Programme 

Opening balence 
Grants received 
Condltione met - Operating 
Conditions met - Capital 
Conditions met 

The National Elactrifieeeon Grant was used for electrical connections to previously disadvantaged areas. 

26.08 LOSETA Grant 

Opening balance 
Grants received 
Conditions met -Capital 
Conditions met - Operating 
Conditions still to be met 

The grant was received from the Nationel Treasury lor the construction of a Oesailnalion Plant to assist us to 
drought situations . 

25.09 ACIP 

Opening balance 
Grants received 
Conditions met - Operating 
Conditions met - Capital 
Conditions met 

Job aeation in the previous disadvantage areas 


25.10 Provincial Management Support Grant 

Open’ng balance 
Grants received 
Conditions met - Ooerat'ng 
Conditions met 


890000 

(890000) 

800 000 
(800000) 


14 845 000 

(14845000) 

14 655 000 

(14 655000) 

- 

- 

8S10154 

65 293 857 
(4$ 538 239) 

(18 589117) 

(16 350 000) 

33873 653 
39285616 
(60 560 016) 

(14 000 000) 

(6 573 346) 

8 510164 


1 960 761 
500000 


(2 460 752) 


550 005 
218997 

550005 

(745193) 


23 809 

650 005 

1 103 522 

3 461 808 
213 000 

(1 103 522} 

(3674 808) 

. 

200000 
550000 
(600 000) 

364 205 
200000 
(364 205) 

150 000 

200 000 


The Grant was received from Provincial Government to assist wlh the imj^metitatkto of Performance 
Management in the Municipality. 

25.11 Community Development Workers 

. , - 12 894 

Opening ba'anee 32 $00 54 000 

Grants received 
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Conditons met • Operatna 
Comfit’ons sUt| lo be mel 


{17 356) 
IS 444 


(66 694) 


TTie grant was received from the Provmdat Department ot Local Government and Hous'mg to assist with the 
operating cost of the CDW program. 

25.12 Library Grant 

Opening ba'ance 
Grants received 
Conditions mel - Operating 
Conditions met - Capital 
Conditions met 

The grant was received from the Provincial Department of Local Government toassist with the operating cost 
of libraries. The funds should be used to assist with the apprxntment of temporary staff and literacy prp{ects. 
No funds were withheld. 

26.13 Spatial Planning 

Opening ba'ance 
Conditions mel - Operating 
Conditons met 

The grant was received from the Provindal Department of environmental Affairs arid Planning for the review 
of the spatal development framework. No hinds were wiOtheld. Projects dial relates to Spatial Planning are 

25.14 Traffie Disaster 

Opening balance 
Conditons mel - Operatng 
Conditons mel 

The grant was recelvad from Provindal Department to assist Traffic Ksasters 


525000 

(525000) 


39451 
466 000 
(507 451) 


184 200 
(184 200) 


762 

(762) 


26.15 Uunlelpa) Replacement Grant 


Opening balance 
Grants received 
Conditions met • Operatng 
Conditions met- Capital 
Conditons met 


6 204 000 3 439 000 

(4 883 516) (3 439 000) 

(320 484) 


This grant was received as a contributor) (or the operational cost of the libraries 

26.1S Proclaimed Roads Maintenance 

Opening balance 
Grants received 
Conditons met - Ooersfino 
Conditions met • Capilal 
Conditons met-lo be recovered 

This subsidy was for maintenance on ma'r) roads . belonging to the Western Cape Government 

26.17 Cekom Demand Side Management (EDSMI 

Opening balance 
Grants received 
Conditons mel • Capital 
Conditons met 

25.18 Emergency Funding N.D.M.C 

Opening balance 
Grants received 
Conditons mel • Operatng 
Conditons met - Capital 

Conditons st’l to be mel 

25.19 Sport and Recreation 

Opening balance 
Grants received 
Conditons mel - Operating 
Conditons mel - Capital 

Conditons met 

26.20 Thusong Sentrum 

Opening balance 
Grants received 
Conditons met - Operatng 
Conditions met - Capital 

Conditons mat 


498 349 

1 139 800 33343 

(1 140000) 

j (531 692) 


(260000) (280000) 
260000 


(280000) 


12 299 833 

328 200 13 635060 

(12 299 833) 

(1 635 247) 

329 200 12 299 833 


200000 


200 000 


( 200000 ) 


200 000 


218000 218000 

(218000) (218000) 
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25.21 Working Integrated Learning 


Opening ba'ance 
Granls received 
Conditions met • OperallnQ 
Condftions met • Capital 

Conditions mel-lo be recovered 

25.22 Eden DM 

Opening balance 
Grants received 
Conditions met - Operating 
Conditions met - Capital 

Conditons stn to be met 

25.23 Total Grants 

Opening ba'ence 
Granls received 
Conditions met- Operating 
Conditions met- Capital 
Refunded 

Conditions sfl to be met/(Gfant expenditure to be recovered) 


Oisdosed as follows: 

Unspent Conditional Government Grants and Receipts 
Unpaid Conditional Government Grants and Receipts 


28 PUBLIC CONTRIBUTIONS AND DONATIONS 

Auomentalion Fees: Electricitv 
AoQmenlation Fees: Water 
AuomenlBtion Fees: Seweraoe 
LEO Slrateov 

Alien Veoataton Eradication 
Beadias 

KwanuSoort fields 


27 SERVICE CHARGES 

Electricity charges 
Water charges 
Refuse removal charges 
Sewerage and Sanitation Chargee 


Leas: Rebates 
Total Servica Charges 

Rebates can be defined as any Income that the Morticipafity Is entitled by la-w to levy, but which has 
subsequently been forgone byway of rebate or remlaalw. 

28 OTHER INCOME 


Fuel Sales 
Landing Fees 
Building Plan Fees 
Boat Launching Fees 
Listol building plans 
Fire fighting lees 
Cemetery Fees 
Conservancy Fees 
Connection Fees 
Services Connections 
Re/disconnecfons 

Reversal of landfill rehabilitation cost 
Sundries- 

Totat Other Income 

29 EMPLOYEE RELATED COSTS 

Salaries and Wages 
Conlnhutions (o UIF and pensions 
Bonuses 

Overtime payments 
Standby Allowance 

Travelling Aio/rance and subsistence and other AHo-warrces 
Housing Benifils and Alowance 
Medical Aid contributions 
ContiTbutions to Group Insurance 
Contributions to Leave 
Conlnhution to Post Employment Medical 
ContiTbution to Long Service awards 


43 200 
(48 180) 


14 960) 


• 

• 



21 579992 

40617 993 

122 687 376 

100077044 

(86 994 484) 

(82 257 547) 

(47662 956) 

(22 857 499) 

(15 350000) 

(14 000000) 


(8 060 072) 21 679 991 


518 454 

21 859 992 

(6 578 526) 

(280000) 

(6 060 072) 

21 579 992 


370 676 

84 515 

212612 

215 589 

105 846 

263 389 


205 996 


194 881 

31 450 


2 184 735 

141 860 


100054 401 

94 73760$ 

36923 455 

35 410 530 

19 162 005 

18 164 783 

34 743 888 

32 222 287 

190663 760 

180 535 186 

(4 181 996) 

(4 966681) 

186 701 763 

176 646 605 



739 

59 746 

23993 

1 952 207 

1479115 

130123 

219876 

2 679 

2 557 

83 582 

09 933 

32 687 

31 487 

1 177 128 

1 101 428 

207 822 

399 996 

81 541 

82 428 

646 658 

798098 

5939 538 

- 

4 747 634 

4 376921 

16 061 926 

8 616 573 


72215 369 

63 263747 

12 503457 

10063417 

5 315131 

2 099 839 

5 546 627 

4 045 472 

3316536 

858683 

10317891 

8 030043 

470926 

557 140 

8 790870 

8218631 

2127 962 

1 800 424 

3 794 047 

3026 053 

9244 913 

8367 542 

712 649 

616349 
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Total Employee Related Costs 


30 


31 


KEY MANAGEMENT PERSONNEL 


Ttie Municipal Manager and Directors are appp’nted on S-yearrtxedctmlracIs. There are no post- 
employment or terminaton benefits payable to them at the end of the contract period. 

REMUNERATION OF KEY MANAGEMENT PERSONNEL 


Remunerat/on of the Municipal Manager 

MrAAPaulse 

Annual Remuneration 

Allorranco 

Annual Bonus 

TraveHirig Allo-rrance 

Telephone a’loivance 

Contributions to UIF, Medical, Pension Funds and BarQasn'rtg Courtcil 
Total 

Reniuneratfon of the Director Infrastniclure and Tecfirtfeaf Se/Wces 

MePWflqumshe 

Annual Remuneration 

AiTowance 

Telephone allovrance 
Traveling Al'orrance 

ConUibutionsloUlF, Medcal. Pension Funds and Bargaining Counoi 


Remuneration of the Director Corporate Services 
MrRSmIl 

Annual Remuneration 
Bonus 
Allowance 
Travelling A'lowance 
Other Allowance 
Telephone allowance 

Conlrtbulions to UIF, Medical, Pension Funds and Bargaining Coun« 
Total 

Remurteraf/or) of the Ofreefor Conmii/n/tj< Services 

MrUQ Strata 

Annual Ramuneration 

Allowance 

Acti'ng Allowance 

Travelling AKowance 

Conlrtbutlona to UIF, Medical, Pension Funds and Bargain'ng CounciT 
Total 

Raniunoradort of ffta Chief Financial Officer 

MrFMLitter 

Annual Remuneration 

Traveling Allowance 

Telephone a'lowanca 

ConlnTjutlons to UtF, Medical, Pension Funds and Bargaining CoonoT 


Remuneration of the Director: Strategic Services 

Mr D Lombaard 

Annual Remuneration 

Rental Allowance 

Allowance 

Travelling Allowance 

Telephone allowance 

Contributions to UIF, Medical, Pension Funds and Bargali^ng Council 


REMUNERATION OF COUNCILLORS 

Executive Mayor 
Deputy Executive Mayor 
Speaker 

Mayoral Committee Members 
Councillors 

Counciilors-other allowances 
Total Counclllora’ Ramuneration 

In-kind Benefits 

The Councillors occupying the posibons of Executive Mayor, Deputy Executive Mayor, Speaker and Executive 
Mayoral Committee Members of the Muntdpafdy serve in a Wl-tifne capacity. They are prowded vrith office 
accommodation and aecretarial support at the expense of the Muruc^Tity In order to enable them to perform 
their official duties. The Executive Mayor is also provided with official transport for poModuBes. 

DEBT IMPAIRMENT 

Receivables from exchange transactions - Note 20 
Receivables from non-exchange transactions - Note 21 
Total Contribution to Debt Impalmienl 
Less: Portion Relating to VAT 


134 355 377 

110 987 339 

934 245 

881 001 

83449 


77 864 

8423 

240000 

161 316 


13500 

212 747 

143681 

1 648 298 

1 207 921 


561 192 

911 995 

505 772 

7415 

16 500 

- 

132 000 

132000 

117913 

114335 

1333 378 

1 185 744 


673 909 

370896 

131 668 

- 

33 787 

- 

96000 

26000 

56115 

. 

18000 

7 500 

159 165 

68317 

1 368 683 

469 713 


1012 056 

930 582 

12 000 


11 390 

. 

250 134 

188 781 

42 064 

38 987 

1 327 844 

1 168 328 



t 144 179 

890809 


227 070 

178699 


18 000 

IS 000 


23 090 

17 852 


1 412 339 

1 102 860 


528 000 844 858 


120000 

84 333 

463 015 

. 

204 000 

174 858 

18000 

18000 

1 861 

1 784 

1 334 876 

1 123 833 


727 192 

611 895 

567602 

489516 

564 002 

614 636 

1086 549 

772 426 

1 766 242 

1 352 269 

18 722 

205 235 

4710 310 

4 045 976 


10358 546 

11881 107 

19305 769 

1 227 677 

29 864 315 

13108 784 

(1 497 779) 

(1 459033) 
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Debt Impairment recognised in statement of financial perfonitance 


28 166 637 11 649 701 


Included in the provision for Debt Impairment for Receivables from noit-exchange transar^s 

Is an amount ol R1632446S v.tilch represents possible ftjiure traffic fines to be Vbiittenof In terms of the prescriptlofls 

Issued in IGRAP 1 


32 DEPRECIATION AND AMORTISATION 



Property Plant and Equipment 

Investment Property 

Intangible Assets 

17 079 412 

2713 

106 131 

IB 331 484 
168107 
667 562 


17 166 266 

19167152 

33 

IMPAIRMENTS/WRITE-OFFS 

Property Plant & Equ'pment 

Inlang'ble Assets 

Inventory 

661 930 

3 706 136 

7 320479 

2 916135 


4 368 066 

10 238 614 


34 

FINANCE CHARGES 




Long-term Liabilities 

13 609 264 

13188 628 


Finance leases 

73 991 

165 329 


Tip site resloraBon conlnTiution 

- 

305 132 


Pension Fund 

• 

204 945 


Total finance charges 


13 864 034 


35 

BULK PURCHASES 




Electricity bull? 

76399 870 

70486020 


Total Bulk Purchases 

76 369 870 

70 466 020 
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37 


2014 2013 

R R 


GENERAL EXPENSES 



Advertising 

702 560 

547 255 

Hire & Maintenance 

1 149 850 

1219128 

Hire ofVehIcles 

2 898 900 

1 545 680 

Insurance 

1 193 702 

1 020 405 

Materials end Stores 

791 976 

641 979 

Printing and Stationary 

584 257 

669 295 

Audit Fees 

2026 438 

1 407 019 

Rent Other 

1 S82 169 

1 211 965 

Events & Festivals 

12 266 

93 721 

Disaster Relief 

478 852 

382 352 

Congresses ar>d Seminars 

2 080 076 

1 489 793 

Telecommunication 

1 156247 

1 234 235 


231 878 

603 384 

Legal Expenses 

1 622 763 

2 769 189 

Electricity Supply 

46645 

48 704 

General Clearv-up 

523202 

95738 

Vehicle Operating Cost 

3 941362 

4 294 875 


1 370429 

1 227 357 


19407 118 

19025 067 

Total General Expenses 

41 809 683 

39 627141 


CORRECTION OF ERRORS IN TERMS OF GRAP 3 

Prior vear adluslments due to non-compliance with Accounllna pollcv and errors 

37.01 (al With the revenue enhancement sudX errors Vi-ere found with various 

debtors for rales and services erroneoustv not trans actioned vtK’ch effecting the 
tollorring accounts: (Dl) Receivab'es from t»n- exchange transactions R6S9847.$2. (01) RccehraWes 
from exchange transactions Rt 189540,74 and. (Cl) Acc Surplus prior years R1 148318.42 
(Cl) Acc Surplus current year R900889.04 

(b) During the asset count , mcveabte assets were found vthtch don't eppear m the Asset Register. 

The assets have now been recognise artd capitalized et deemed cost in terms of Courtciis accounting ooncy, 
and Is brought In the asset register as 'Other Assets". This firsl time recognition was done v4lh the 
following entries : (Ot) Prooertv. Plant ansEouipmenI- cost R353361.57.(Ct Acc Surplus -prior years) -RSSSSSI. 67 
(Ct) Property . Plant and Eguipment • Acc Oepreclabon- R183068.1d. and (Oi) Acc Surplus - prior years 
(Acc Depredation) R 1 52555. 1 8 . and (Ot) Acc Surplus- cutrenl year (Oepredalion 20(2/13) R3051 1 .03 


(c) After reviewing the prolect details of the Energy Efdctencv Programme, it was found Uta( replacement o1 street lights (bulbs) 
was pre^ously erroneously capitalized as streat iighls. Bulbs replacemeni relate to repairs and maintenance and this error Is now 
corrected with the following entries : (Ot) Acc Surplus • prior years R8338609.94 and (Ct) Property. Plant and Eguipment 
Etectridtv Reticulation • R6338e09.94. (Ct) Acc Surplus -prior years •R257362.45. (Ct) Acc Surplus- current year (Depredelien) 
R'192655.13, and (Dl) Property. Plant and Eguipment R450017.58 (Accumulated Oepredalion) 

(d) The Kwanokuthula water reservoir preyed was overstated with retention fees that was in ccrrecOv paid to the service provider. 
This error Is now rectiHed with the (oflowing entries ( Ol) Pavabtes from exchange transactions R465435.13 

and (Cl) Property. Plant and Eguipment- Water Reservoirs & and ReticuTationR48543S. 13 


(e) With the finalizing of the Asset Register it was found that four vehides were depreciated beyond (heir residual values, 

amounted to R10273.4d. and various agricullural properties were incocrecUv capitetized arrtounled lo R1637622 
Furthermora housing propertlas amounted to R33000 were also Incorrectiv cepilalized. These errors are now rectified 
with the (olIOAlng entries : (Dt) Acc Surplus -prior years R1670622 and (Cl) Property. Plant and Eguipment (Land ) R33000 
and (Ct) Invaatmenl Properties R1637622. (Cl) Acc Sor|«us • current year (depredation) and (Dl) Property . Plant and Eguipment 
(motor vehicles) R10273.48 
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The above representing the narratives of the following Corrections of Errors 
as set out from notes 37.02 to 37.10 


37.02 Accumulated Surplus 

Balance previously reported 
Correction of errors -see note 37.01(a) 
Correction of errors -see no.'e 37.07(6; 
Correction of errors -see note 37.07(6; 
Corrector) of errors -see no(e 37.01(c) 
Correction of errors -see no(e 37.01(c) 
Correction of errors -see note 37.01(e) 
Correction of errors -see riO(e 37, 01(e) 


Restated balance 


37.03 Receivables from exchanqe transactions 

Balance previously reported 
Correction of error - see nole 37.1. (a) 

Restated balance 

37.04 Receivables from non-exchange transactions 

Balance previously reported 
Correction ot error-see nole 37.1 (a) 

Restated balance 


37.06 Payables from exchange transactions 

Balance previously reported 
Correction of error -see note 37.1(e] 
Correction of error -see note 37.1(c) 

Restated balance 

37.06 Property, Plant and Equipment 

Balance previously reported 
Correction of error- see note 37.1(b) 
Correction of error- see note 37.t(b] 
Correction of error- see note 37.1(c) 
Correction of error-see note 37.1.(c) 
Correction of error-see note 37.1.(d) 
Correction of error-see note 37.1.(e) 
Correction of error-see note 37.l.(e) 

Restated balance 

37.07 Investment Property 

Balance previously reported 
Correction of error-see note 37.1 .(e) 

Restated balance 


2013 

2012 

R 

R 

633 82t 338 

494 699 893 

2 049 188 

1 148318 

353 362 

353362 

(183 066) 

(162 555) 

(6 336 610) 

(6 336610) 

450 016 

257 362 

(1 670622) 

(1 670822) 

10273 


526 491 880 

489 197 146 


29817 910 

31 290 869 

1 189 541 

627293 




13 786 682 

12 972 728 

859 646 

621 026 

14 648 330 

(34^3762 ' 


30134 486 

26 214 343 

(485435) 

(485 435) 

29 649 061 

28 728 808 


620 930 24$ 

606 986 263 

353 362 

353362 

(183066) 

(152 555) 

(8 338610) 

(8 338610) 

450 018 

257 362 

(485 435) 

(485 435} 

(33 000) 

(33000) 

10 273 


812 703 787 

697 697 377 



90 393 059 

93 479 302 


(1637 622) 

(1 637 622) 


88 765 437 

91 841 680 


37.08 Statement of Performance 

Balance previously reported 
Correction of error-see note 37.1 .(a) 
Correction of error-see nole 37.1 .(b) 
Correction of error- see nole 37.1.(c) 
Correction of error -see nole 37. 1.(e) 


44221 441 

000870 
(30511) 
192 655 
10273 
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38 


Effect on Employee reteted cost 

Effect on Services 

Effect on Property Taxes 

Effect on Interest on debtors 

Effect on Depredation and Arnortisation 

Effect on Repairs and Maintenance 

Effect on Bu'k Purchases 

Effect on General Expenditure 

Restated balance 


RECONCiLIATlON BETWEEN NET DEFICIT FOR THE YEAR AND CASH GENERATED/(ABS0R8£0) BY 
OPERATIONS 

Surplus for the year 
Adlustmenisfor: 

Depreciation 

Amortisation of Intangible Assets 

Asset Impairment 

Grants received 

Grants recognised as revenue 

Debt Impairment 

Debt Impalrment-Vtiilten oH 

Contribution to non current liabirrty 

Contribution to employee benafits-currenl 

Contribution from/lo employee benaf/ls-non current 

Provisions 

Operating lease Income accrued 
Operating tease expenses accrued 

Operating Surplus before changes in working capital 
Changes in working capital 

(DecreaseVincrease in Payables from Exchange Transactions 

Increase in Taxes 

Decrease in Inventory 

(Increase) In Trade and other receivablea 

Caah generated byoparailons 


562 463 I 
338 622 ! 

(215) 
172 418 


45 294 729 

• 

2014 

2013 

R 

R 


73 195 456 

45204 729 

17 082 125 

18499589 

106 131 

657 662 

4 368 066 

10238614 

122 567 377 

100077 046 

(152 412 176) 

(119674623) 

29 664 315 

13106 764 

(6932 427) 

(15106 239) 

(0) 

(7 882 704) 

1 320 525 

(120269) 

11 825 589 

3 421 563 

(6 209 091) 

6468 953 

(17 165) 

1792 

(26 371) 

(20998) 

94 552 354 

56 963 799 

(22 783 757) 

(5 761 167) 

12 044 122 

920 145 

(9 382 632) 

(6 102 369) 

86 425 

(334 621) 

(25 631 772) 

1 755 679 

71 769 897 

51 202 932 


39 CASH ANO CASH EQUIVALENTS 

Cash and cash equfvaienls included in the cash Ikxrr statement comprise the following: 

Cal! Investments Deposits • Note 23 
Cash Floats -Note 23 
Bank • Note 23 

Total caah and caah equivalanta 

40 RECONCILIATION OF AVAILABLE CASH ANO INVESTMENT RESOURCES 
Cash and Cash Equivalents • Note 39 

Lass; 

Unspent Committed Conditional Grants - Nolo 10 
Unpaid Condl'onal Grants- Note 10 
VAT -Note 12 

Unspent Public Contnlrutions 
Resources available for working capital requrremenis 


25 764 902 

10621 854 

11 220 

11220 

23400922 

31 675416 

49 177 044 

42 208 490 


49 177 044 

42 208 490 

49 177 044 

42 208 490 

(17 652 684) 

21 554 646 

518 454 

21 859992 

(6578 525) 

(260000) 

(12611 671) 

(3129 139) 

919056 

3 103 793 

98 829 727 

20 653 844 


41 UTILISATION OF LONG-TERM LIABILITIES RECONClUATION 

Lorrg-term Uabilities • Note 3 

Usedio finance property, plant and equ’pment- atcosl 


132757358 127775579 

(132 757 356) (127 775 579) 


Cash set aside for the repayment of long-term liabiSt'es 
Cash invested for repayment of long-term liabilities 

Long-term liabnities have been utilized in accwdance with the Municipal Finance Management 
Act. 
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BUDGET COMPARISONS 


2014 

2014 

2014 

2014 

R 

R 

R 


(Actual) 

(Budget) 

(Variance) 

(%) 


42.01 Operational 


Revenue by source 
Property taxes 

Government Grants and Subsidies-capital 
GovemmenlGrants and Subsidies 
Public Contributions at>d Donations 
Actuanal Gain 
Fines 

Service Charges 

Rental of Faei’ibes and Equipment 
Interest Earned • external investments 
Interest Earned • outstanding debtors 
Agency Services 
Other Income 
Licences and Permits 

Expenditure by nature 

Employee Related Costs 
Remunerabon of Coundilora 
Debt Impairment 
Collection Cost 
Depreciation and Amortisation 
Impairments/Wrile-Offs 
Repairs and Maintenance 
Actuarial tosses 
Finance Charges 
Built Purchases 
Contracted services 
Operati'ng Grant Expenditure 
General Expenses 


Net Surplus (or the year 


95014875 

99583774 

(4 568 899) 

-4.59% 

47 882958 

42214 855 

5668 101 

13.43% 

86994485 

106 90S 505 

(19 914 020) 

-18.63% 

2905319 

3 567 018 

(661 699) 

-18.55% 

222436 


- 

0.00% 

28811844 

6991 265 

21620 659 

309.25% 

186 701753 

191 669976 

(5188 225) 

-2.70% 

1347280 

1254668 

92 612 

7.38% 

3365138 

2340216 

1 024 922 

43.80% 

3641 102 

3300000 

341 102 

10.34% 

1 147 129 

1 164 146 

(17 017) 

-1.48% 

15081925 

5627341 

9 434 584 

167.66% 

54 049 

56219 

12 170) 

-3.86% 

472950 291 

464 898 OOS 

7 829 850 

1.88% 


134355377 

130051 851 

(4 303 626) 

3.31% 

4 710310 

4 712235 

1925 

-0.04% 

28166537 

15016 714 

(13147 823) 

87.54% 

860066 

849 367 

(30 709) 

3.62% 

17 188256 

21 095281 

3 907 025 

-18.62% 

4 368 066 

. 

(4 388 068) 

-100.00% 

10611810 

11027410 

415600 

-3,77% 

3667 145 

• 

(3687 145) 

-100.00% 

13 683 255 

13927225 

243970 

-1,76% 

76 399 870 

73449 174 

(2 950 896) 

4,02% 

14 224 153 

15969 523 

1 745 370 

-10.93% 

49670305 

72 197110 

22 526 805 

-31.20% 

41 609 683 

46 780 977 

4 971 294 

•10.63% 

399 784 838 

405078867 

5 324 022 

•1.31% 

73 195468 

89 819148 

13153 872 

21.99% 


Reasons: Revenue by source 

MolanijI variant*! tn censldtridfar voria«« J farjtr than W mMan 


Pnfirtf taxti; huriatflnj tme nflft th* may month aiivttmtnU ttnisett. 

6evirn/n»nterantie«tf«t!W»!C«X»e': mMlsnmantt<ri>.niK«flM«nioptnUni9'a>‘lenh9uslni 
6»vitnmtnl6nntionds<^bi!d!n Oflratln^! mtsoS^nmintttMentopIMtndeftnllnagmntonhtuylfit 
rtnii; Intem*r»easnlT(aiiaiar»tufle/rdWJ 

Si(V*«Charg*i; andtrf tifarmcnttlnwaitt and waltruivkti.ihUtanbtdutIo tariff $tnHtvftaiid<cite/lht>eitfyk4t 

Othar Interna: mara ectu/al* aiUmata an (ha hnd/m t!ia eatli andptaparmaneeamtnlaf tvndryhtema 


Reasons; Expenditure by nature 

Mat*rie( variant*! era taniUaradfar voriantai hrgar than M mtWen 


42.02 


e/nflayaafalaladeail:paittatlfam4ntabSial!anti.et undarbtidiaUtlbyl.am. lanapimithn watolsaundatb>idgaladbyl,7m.Waricmantempansollen 

etlj^UanaJ20U/liarKl30li/12Khkhwtranavafpardamauntln9lal.lm.NapnyUhonaraadllarweimada(e>lhltlnthaprayfeaspnan<talyaatt 

0abtlmpalrmant:eiavlnte/$menthabediatadMllmpalfmanl,aiyloltmdabllmfalrmaManln/tkfinaitMthy>oi«albed9tlt<lon<lMt 

as a mult a/IC/lAP 1 

OapntlatlonandAmanUatlan:>ltamalnln3iJiafulLlfaa<^slmantse<teuntaJfatmaialhanhallallhabo<)ftlvarianta. 

Amansitthaia yttfathachangaefallBuafnji £Ul’sfnm3Cyaantal00ytan.Thtdait<»9«‘tlaao/etstH.<n1il<htatultadhMtakuhtlans 

fat iha appStabla esials. 

lmpo!rmtnliAVrltae//:cre-ie<ognWeneJ missing and stteposself ^ . x , 

Operating Cram Sxptndllure: unpaid gionl In the baglnnlng of the fOioocMyaei and miselignmtntbalweenopefoting and (opitol budget on housing. 

{T<n*roffxp«/icr/ti/r<.'tfue to oggiesstyeefforttaseveoaaxpandiiureontonsvUontsfeasondhlieofvahMis 


Expenditure by Vote 

Community & Social Services 
Corporate Services 
Electricity 

Executive & Council 
Budgets Treasury 
Housing 
Other 

Planning & Development 
Public Safety 
Road Transport 
Sports Recreat'on 
Waste Maiagemeni 
Waste Water Management 
Water 

Less; Internal charges 


2014 

2014 

2014 

2014 

R 

R 

R 


(Actual) 

(Budget) 

(Variance) 

(%) 

11 829390 

12507 408 

(678016) 

•5.42% 

27014817 

25 934 373 

1080444 

4.17% 

94 497945 

96331099 

(1 833 154) 

-1.90% 

58334 934 

33661 983 

24672 951 

73.30% 

27 837 654 

31725681 

(4 087 927) 

-12.69% 

50241 250 

72750734 

(22 509 484) 

-30.94% 

3 932 857 

4196968 

(264111) 

•6.29% 

11591 534 

12327 081 

(735 547) 

-5.97% 

21 452 199 

21 350 312 

101 887 

0.48% 

23631 113 

22 320 132 

1 310981 

5.67% 

15698993 

15626 285 

70728 

0.45% 

19676496 

20597 416 

(920920) 

•4.47% 

12429851 

15910245 

(3480 394) 

-21.88% 

27365166 

23915249 

3 449 917 

14.43% 

405 332 199 

409 154844 

(3 822 645) 

-0.93% 

(5577364) 

(4075967) 

(1 601 377) 

36.83% 

399764836 

405 078 887 

(3 822 645) 

•0.94% 
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Reasons for variances: 


43 


£Krcut^« & Cotf^ciT; T/a/fkfAes whkh wcln^tbuiJgeUdondwcsoiorenAo/iGMPl 
Budget and Timniy; due tu efforts lo iov* on ujs o/<onit(ft«nlio»««#«M<fcW»6eW7ftrenoj(f 

Housing; unpold giant In the ti<9lnnro9o/tfi« /iniindalyeotendinIsotgnmentbetimenofemllogcndtQpSalbudgetOHitousIng 


42.03 Capital expenditure by vole 

Mflierfst vorio««s ore eonsUterid/or tortoneej Jorger than M ndKon 

Community & Social Serwces 
Corporate Services 
Electricity, 

Executive & Council 
Budget & Treasury 
Planning & Development 
Public Safety 
Housing 
Road Transport 
Sport & Recreation 
Waste Management 
Waste Water Management 
Water. 


2014 

2014 

2014 

2014 

R 

R 

R 


(Actual) 

(Budget) 

(Variance) 

(%) 

1339649 

2 087073 

(747 424) 

-35.817. 

1236845 

1652691 

(415 846) 

-25.167. 

5372404 

7617303 

(2 244 899) 

-29.477. 

364463 

478000 

(113 537) 

-23.767. 

597030 

1062700 

(465670) 

-43,827. 

213 170 

403000 

(169 630) 

-47,107. 

1 150864 

1 532 714 

(381 851) 

-24.917. 

19780602 

13 042661 

6737 941 

51.687. 

7019452 

7259368 

(239 916) 

-3.30% 

2701 147 

3059611 

(358 464) 

-11.72% 

3708370 

3855662 

(147 292) 

-3.82% 

18668655 

19363418 

(404 764) 

-2.58% 

7511943 

7 511062 

831 

0.01% 

69 864 694 

68 925263 

939 331 

1.36% 


Reasons for variances: 

Housing; unpaid grant in the beginning of the financfa! year and mlsaiignmenl between operating and capital budget wi housing 


UNAUTHORISED. IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED 
43.01 Unauthorised expenditure 


2014 2013 

R R 


43.02 


43.03 


ReconoHation of unauthorised expenditure: 

Opening balance 

Unauthorised expenditure current year • capiial 
Unauthorised expenditure current year • operalirtg 
Condoned by council 
Unspent Grants not cash backed 

Unauthorised expenditure a'weiling authortsatiort 


Unauthorised expenditure on operat'ng votes Is mainly due to provisional (book enlries). amounts recognised 
in terms of GRAP Implementation. 

Refer alsolo note S2.5 



Dlsclollnarv steDSfcrimlnal oroceedinos 

Ovaraxodfia ture on votes 2013/2014 

None 








Fruitless and wasteful expenditure 

Reconciliation of fruitless and wasteful expenditure: 

Opening balance 

Fruitless end wasteful expenditure current year 
Condoned 

Fruidess and wasteful expenditure awaiting further action 



Dlsctollnafv stepsfcrimlnal proceedings 

VAT oensities and Interest 

UOgation In process lo recover 


Irregular expenditure 

Reconoliafon of irregular expenditure: 

Opening balance 
Irregular expenditure condoned 
Irregu'ar expenditure current year 
Condoned 

Irregu'ar expenditure awaiting further action 


26918813 
6 738621 
30 668 906 
(28916613) 


69 034 100 
674 979 
26 241 634 
(69 034 100) 


37 426 729 

28 916 613 

37 425 729 

26916613 


37 426 729 

26 916 613 

2014 

2013 

R 

R 


944 145 

4 480425 


944 145 

(944 145) 

(44804251 

944 145 


944 145 

- 

944 146 

2014 

2013 

R 

R 


139 975 

5163079 


(5 163079) 

- 

139 975 

(139 975) 


• 

139 975 
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43.04 Material Losses 

Water distribution losses 

- Kilo litres dis'nfected/purified/puf^ased 

- Kilo litres lost during d'slribution 

- Percentage lost during distributiort 

Electricity distribution losses 

- Units purchased (K'Ah) 

- Units lost during dislrbution (Kv.ti) 

- Percentage lost during distribution 


ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 

44,01 Contributions to oroantsed local oovemmcnt - IMFMA 126 UMbll - SALGA CON TRIBUTIONS 

Council subscriptions 
Amount paid - current year 

Balance unpaid (Included In creditors) 


44.02 Audit fees-IMFMA12SI1)(c« 

Opening balance 
Current year audit fee 

External Audit • Auditor-General 
Amount paid - current year 
Balattce unpaid (Included In creditors) 


44.03 VAT. IMFMA 126 (1)lb)l 
Vat In suspense 
RecelvablelPayable 

VAT Is payable/recetvsbie on the receipt basis. VAT is only paid over to SARS once cash Is received from 
debtors and only claimed from SARS once payment is made to creators. 


44.04 PAYE. SOL and UIF . IMFMA 126 (lltcl l 
Opening Balance 

Current year payroll deductions and Council ConWbulions 
Amount paid - current year 

Balance unpaid (Included In creditors) 

44,06 Pension and Medical Aid Deductions - IMFM A 126t1Ucl1 
Opening ba'ance 

Currant year payroll deductions and Council ConUibutiofts 
Amount paid • current year 

Balance unpaid (Included In creditors) 

44.08 Councillor’s arrear consumer accounts - (MFMA 124 (IMMl 

Councillors with arrear accounts for more than 90 days asat 30 Jor»e2013 


S.E. Gcabayi 

SGesana 

Nndayi 

Total Councillor Arrear Consumer Accounts 


2014 

2013 

3 548 003 

2 828448 

249611 

283 682 

7.04% 

10.21% 

106019256 

105735012 

18960957 

16731 017 

17.90% 

15.82% 

2014 

2013 

R 

R 


1 299212 

815224 

(1 299212) 

(815 224) 


2014 

2013 

R 

R 

2 026 438 

1 407 019 

2 026 438 j 

1 407 019 

(2026438) 

(1 407 019) 


12611671 

3 129139 

12 611 871 

3129139 


2014 

2013 

R 

R 


957 917 

17 012 938 

13455406 

(17013 738) 

(14 413 323) 

im 

■ 



970 425 

30055 361 

26929615 

(30 055 381) 

(27 SOO 040) 

(0) 

• 


2014 

2013 

R 

R 

Outstanding more 

Outstanding more 

than 90 days 

than 90 days 

1031 

5973 


3639 

- 

1073 

1031 

10 586 
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44.07 Other non-compliance (MFMA 126(21l6H 

Deviations from, and ratifications of breatfias of the Procurement Processes due toSper^a^sed Services. Adverdsirtg, 
Accommodation, Sole Suppliers, Emergencies, Breakdowns. Strip ai>d Quotes 
Ait the deviations were ratified by the Municipal Manager and reported (oCoundl 



Less Otan 

Between 

Between 

More than 


30000 

30 001 

200 000 

R200001 and 

2000 000 

2 000 000 

Corporate Services 

162096 

522 617 

218 101 


MSID 

526 466 

1506 334 

2 563 620 

2 069603 

Financial Services 

242 630 

1504678 

1 422 371 


Community Services 

536045 

3166 729 

2412019 


Municipal Manager 

- 

- 

- 


Mayors Office 

1800 

- 



Strategic Services 

190234 

313263 



Total 

1 660 193 

7015841 

6636111 

2 089 603 


44,08 Awards above R20Q0 to spouses, child, parent of a pcrsot^ in service oMhe state (Section 45 of the Supply Management Policy), 


Company 

Prophetic Expression Ftowershop 
Pikas Tours 

Emav/ushenl Construction 
EmawushenI Construction 
JE Freeks Caterlrrg 
BuchumlteCerteral Trading 
Imvusa Trading 1800CC 
Shekytta Projects 
SItlla Construction 


CAPITAL COMMITMENTS 


Name 

Relation 

Amount 

JanStuurman 

Wife 

9190 

Johannes Pika 

Brother 

19 300 

Mninikhaya Siko 

Sister 

21373 

Msndlss Gloria 1 

Sister in law 

21375 

Venus Cunningh 

Mother 

8110 

James Sijama 

Wife 

235 291 

Styabutela Mato 

Brother 

97 749 

Sean Ganga 

Brother in law 

520 152 

Albert Gova 

Brother 

61 850 


2014 

2013 

R 

R 


Commllments in respect of eapUai expenditure: 


Approved and conlrecled for 

Total commitments consist out of the foito-rdng; 

TenderSChVCOMM0e«013 
TenderSCMK;OMM08f2013 
Tender MSID 12/2013 
Tender 8TRAT 26/2013 
Tender MSID 27/2013 
Tender COMM 40/2013 
Tender SCM/COMM 34/2013 
Tender SCMA1SID 18/2014 
Tender SCM/T.1S1D 24/2014 
Tender SCM/MStD 26/2014 
Tender SCM/T.1S1DS7/2014 


This expencTture will be financed from: 
Government Grants and Subsidies 
External Leans 
Own Finds 


m3441^ ^_^^8648^ 


650 012 

7 916 338 

1 066 264 

478 656 

4 737 020 

1 112 621 

3689 616 

13 622 473 
33 611 222 
914 656 
16620760 
6163066 


6453316 

78 648405 

5 261 095 

• 

11 734 ill 

78 648 405 
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46 


2014 2013 

R R 

FINANCIAL RISK MANAGEMENT 

Ttie activities of lAe moniciparity expose it to a variety of financial risks, including market risk (comprising fair 
value Interest rate risk, cash flow interest rale risk and price risk), credit risk and &iuk% risk. The 
municipafit/s overall risk management programme focuses on the unpredtctabavt^f^atf^^ markets and 
seeks to minimise potenUat adverse effects on the murc-opaSt/s financial performance. 

(a) Foreign Exchange Currency Risk 

The municipafity does not engage in foreign currency transactions. 

(b) Price risk 

The munto'pallty is not exposed to price risk. 

(c) Interest Rale Risk 

As the municipatity has signrficanl Interest-bearing Rabilities. the entit/s Income and operating cash fioafS 
are subslantla’Iy dependent on changes In market interest rales. 

The municipality analyses its polenUal exposure to interest rale changes on a continuous basis. Different 
scenarios are simulated which indude refinancing, rene-walol current positions, allemativa finandng and 
hedging. Based on these scenarios, die entity cafculales the impacHhal a change in rntcrest rates wit 
have on the surpius/deficit for the year. These scenarios are 0f4y simulaled lor Habiiities which eonsWute 
the majority of interest bearing liabirities. 

The municipaiity did not hedge against any ioleteslrale risks during the current year. 

The potential impact on the entity's surixkis/deficit for the year due to changes in Interest ratss were as 
follow: 

0.566 Increase In interest rales 
0.5% Decrease In Interest rates 

(d) Credit Risk 

Credit risk Is the risk that a counter party to a financial or norvfinandal asset wiil fail to discharge an 
obligation and cause the munldpaiity to incur a financial loss. 

Credlt risk consist mainfy of cash deposits, cash equivalents, trade and other recetvabfes and unpaid 
conditional grants end subsidies. 

Receivables are disclosed net after provisions are made for impairmenl and bad debts. Trade debtors 
comprise of a large number of ratepayers, dispersed across different seaors arvJ geograi^tcal areas. 

Ongoing credit evaluations are performed on the financial condiUon of these debtors. Crerfit risk 
pertaining to trade and other debtors Is considered to be moderate due the diverstfled nature of debtors 
and immaterial nature of Individual balances. It» the case of consumer debtors the municipality effectively 
has the right to terminate services to customers but in practice tWs is d.1ficuH to apply, tn the case of 
debtors whose accounts become in arrears. Council endeavours to collect such accounts by Tevying of 
penalty charges", "demand for payment', "reaWction of services* and, as a last resort "handed over (or 
collection", whichever procedure Is appiicabfe In terms of CounofsCred’n Control end Debt Coileciion 
Policy. 


(205 305) (410704) 

205306 410704 


All rates and services are payable within 30 days from Invoice dale. Releflonote20end21 for an 
balances outstanding longer than 30 days. These balances represent all debtors at year end which 
defaulted on their credit terms. 


Balances past due not impaired: 


Non-Exchanoe Receivables 
Rates 

Fxdianae Recelvabtes 

Electricity 

Water 

Se'werage 

Sundries 

Refuse Removal 

Housing Rentals 



2014 

2014 

2013 

2013 


% 

R 

% 

R 


100.00% 

(9607 681) 

100,00% 

7 818 068 


5.26% 

704 799 

0.57% 

50845 

3224% 

4 322547 

28.37% 

2 633 250 

34.87% 

4676170 

46.46% 

4 149 106 

12.55% 

1683420 

11.07% 

988245 

13.79% 

1848 391 

12.29% 

1 097 554 

t.29% 

173306 

1.25% 

111805 

100.00% 

13408 634 

100.00% 

8 930 80S 


No receivables are pledged as security for finandalfiabaiies. 
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Dus to Uls short term nature of recervabfes the carrying vahis disclosed in note 20 and 21 of the 
financial statements Is an approximation of its fair value. Interest on overdue balances are included at 
prime lending rate plus 1% where appUcabte. 

The provision for bad debts could be allocated baNveen the rfrfferent classes of debtors as folfo'ws: 



2014 

2014 

2013 

2013 


% 

R 

% 

R 

Non-Fxrhanofl Receivables 

Rates 

100.00% 

26 655 670 

100.00% 

5 366 084 

Fxchanoe Rficfirvahlfi.s 

Electricity 

10.16% 

3716959 

9.31% 

3177 784 

Water 

29.24% 

10701 591 

24.88% 

8498437 

Refuse 

22.08% 

8409294 

23.04% 

7 868816 

Sewerage 

3024% 

11064801 

30.55% 

10433 588 

Other 

6.42% 

2347689 

il.43% 

3 902 446 

Housing Rentals 

0.96% 

352 644 

0.79% 

269 60$ 

100.00% 

36 693 178 

100.00% 

34 150 876 


The entity only deposits cash with major barAs wiOi high quality credit stancTng. No cash arKf ca^ 
equivalents were pledged as security for financial NabitiUes and no resiricitons were placed on the use of 
any cash and cash equtvaienls for the period under review. Although the cred'il risk petlaining to cash 
and cash equivaients are considered to be low. the maximum exposure are disclosed below. 

The entty only enters Into nort-current investment transactions with major banks with high quality aedit 
standing. An investment to the value ol R 497gS8$ Is held as security for a loan raised with A6SA. 
Although the credit risk perta!nii>g to non-current invaslmenls are considerad lobe low. the maximum 
exposure are disclosed below. 

The banks uti^sed by the municipality for current and non-current investments are ail listed on the dSE . 
The credit quality of these Institutions are evaluated based on their required SENS releases as well as 
other media reports. Based on ail public wnvnunlcaUons, the financial sustainability is evaluated lobe of 
high quality and the credit risk pertaining (o these institutions are considered to be low. 


The risk perla’ning to unpaid conditional grants end subsidies are considered to be very to-w. Amounts 
are receivable from national and provtrrcial government and there ere no expectation of counter party 
defaulL 


Long-term Receivables and Other Debtors are indiyiduaity evaluated annually at Satence Sheet data for 


impaimenL 

2014 2013 

R R 

Flnencial assets exposed to credit risk at year end ere es follows: 

Rece^ab!e$ from exchange transactions 31 i 13 93S 31 007 450 

Receivables from ron-excnar)ge transactions 17 339 730 14 646 330 

Cash and Cash Equivelenls 49 177044 42208490 

Unpaid conditional grants and subsidies 6 676 626 260 000 

Long-term Receivables 58360 135221 

Non-Currentinvesiments 4 679669 ^377 513 

109147 664 92 868 004 


( 0 ) Liquidity Risk 

Prudent rquidity risk management Imphles maintaining sufficient cash, the availability of funding through 
an adequate amount of committed credit fadSfies. Due toUie dynamic nature ol the undertjring business, 
the treasury maintains flexibirity In funding by maintaining avai’atHSfy under credit lines. 


The entity’s risk to Rquidity is a result of the funds avaltaUe to cover future convnitmenls. The entity 
manages liquidity risk through an ongoing revie’w of future comm-Hmenls a«»d credit fatfities. 

The (able bekrw analyses the ent't/e financial fiabiRfies into relevant maturity grcxipngs based on the 
remaining period at the financial year end to the contractual maturiqr date. The amounts disclosed in the 
table are the contractual undiscounted cashflows. Balances due within 12 months equal their carrying 
balances as the impact of discount'rrg Is not sigruficanl. 


2014 

Long Term RabiRt'es 

Capital repayments 
Interest 

Non-Current Provision 

Trade and Other Payables 

Unspent conditional government grants and receipts 


Less than 1 

Between 1 

Between 6 and 10 


year 

and 5 years 

years 

Over 10 Years 

26 391088 

95762476 

74 385 246 

19424 066 

12244 733 

52781252 

52 636 874 

15 237 311 

14146 355 

42961 224 

21 648 372 

4 186 777 

34 542614 




518454 

- 

- 

• 

61 452 156 

95762 476 

74 385 248 

19 424 088 
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2013 


Less thanl 
year 


Between 1 
and 6 years 


Between 6 and 10 
years 


OverlOYears 


Long Term liab^tles 

Capita! repayments 
Interest 

Non Current Provision 

Trade and Other Payables 

Unspent condil'onat government grants ar>d receipts 


2S 074 080 

87951332 

78400197 

26 013 249 

11 168842 

44097 738 

62 703 479 

19 805 520 

13905238 

43853 594 

25696718 

6 207 729 

23990 878 




21 859 992 

- 

- 


70924960 

87 961 332 

78 400197 

26 013 249 


2014 2013 

R R 

FINANCIAL INSTRUMENTS 

In accordance with GR/tp 104 the financial inslrumenls oJ the iiHmicipa^ty are classified as foBeA-s: 

The fair value of financial instruments approwmates the amortised costs as reRecied belferr. 


Financial Assets 

Classirinallon 



Long-Term Receivables 

House Loans 

Flrtartcialinstrumenls at amortised cost 

58 360 

135 221 

Receivables 

Receivables from exchange transactions 
Receivables from non- exchange transactions 
(excluding ratas) 

Financial instruments at amortised cost 
rnanclal instruments et amortised cost 

31 113 935 

22 309 750 

31 007 450 
2 113 636 

Current Portion o( Long-Term Receivables 
Housing Loans 


78842 

76465 

Short-term Investment Deposits 

Call Deposits 

Financial instruments at amortised cost 

25 764 902 

10 521 854 

Bank Balances and Cash 

Bank Balances 

Cash Ftoats and Advances 

Financial instruments at amortised cost 

Financial instruments at amortised cost 

23 400 922 

11 220 

31 676 416 
11 220 

Investments 

Financial inslrumenls at amortised cost 

4 879 989 

4 577 613 



107 616 919 

80118 779 

SUMMARY OF FINANCIAL ASSETS 

Financial inslrumenls at amortised cost 

10761S919 

60118778 

At amortised cost 

107 616 919 

80118 776 


FINANCIAL INSTRUMENTS (CONTINUE) 


f Irrarrclal l.labUltv 

Ciassltlcallon 



Long-term Liablllllas 

Annuity Loans 

Capitalised Lease UabiTity 

Financial Instruments at amortised cost 

Financial Instrumanis at amortised cost 

120 335 337 

209 572 

116 331 412 
275325 

Payables from exchange transactions 

Trade creditors 

Other 

Financial Instruments at amortised cost 

Fktanclal inslrumenls at amortised cost 

28 965615 

5 576 999 

21 201 290 

2 789 588 

Current Portion of Long-term Liabilities 

Annuity Loans 

Capitalised Lease Liability 

Financial inslrumenls at amortised cost 

Financial instruments at amortised cost 

11891 991 
320458 

10370492 
798 350 



167 299 972 

151 766 467 

SUMMARY OF FIN/WCIAL LIABILITY 




Financial Instruments at amortised cost 


167 299 972 

161 766 467 


48 EVENTS AFTER THE REPORTING DATE 

None 

49 IN-KIND DONATIONS AND ASSISTANCE 
None 

50 PRIVATE PUBLIC PARTNERSHIPS 
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Council has not entered Into any private pubtk: partnerships during Oie ftnartcial year. 

61 CONTINGENT LIABILITY 
None 

62 RELATED PARTIES 

Key Management end Councitlors receive and pay for services on the same terms andcondifirHis as other 
ratepayers ! residents. 

The rates, service charges and o^er charges are in accordance with approved tariffs that were advertised to 
the public. No bad debt expenses have beerr recognised in resped of amounts o-jved by relaled parties. 


62.01 Related Party Loans 

Since 1 July 2004 loans to councillors and senior management emptoyees are not permitted. 


62.02 Compensation of key management personnel 

The compensation of key management personnel is setouttnt)Ole29lolhe Annual Finandal Statements. 

62.03 Relaled party transactions 


Councillors 

Courw^ior M 8oo/se/» 

Councilor A, S. vanRAy/ter 
CcunCSorA.fi. Offvier 
Ccunc^rE.E Pauise 
CouncittcrNM De Weal 
Coun^rL Jonas 
CouncVorMM MbaS 
CouiKiaofSBesana 
CounciSorNNc/ayl 
CouncSorJJN Sluurwan 
CouncHforSEGcabayf 
CouncEorWGrarg 
Cou/KSorHPraai/'ies 

62.04 Other related party tnnsactlons 

Refer to note 44,8 for other related party iransacUons. 


Rates and 

Services Levied Outstanding 
1 Jul 13 - 30 Jun Balances 30 
14 June 2014 


18273 
2405 
3 243 

2 945 

3 361 


2 299 

2 873 

3 168 

28215 

3179 


63 

53M 


Materiel variances between original and final budget 
Statement of Financial Position 

Current Assets : Increase in cash resources due to operational ga'ns and supptemeitted funding 

Non Current Assets : increese in spending on PP£ 

Current Llabi^t'es : No material variance 

Non Current Debilities: Increase in long term RetkTtties 

Net Assets : No material variance In total net assets 


53.‘2 Statement of Financial Performance 

Revenue : Rales revenue adjusted in antidpationof sup^'emenlary valuations tmplemenlalton. 

Expenditure : Operating grants adjusted due to additional a'iocations 


63.‘3 Cashflow 

Operab'ng Activit'es: Net cash generated through operaUonal efficiendes and revenue trends. 

Cash from Investirtg activities: 

Increase in capital spending as a result of additional funding being available 

Cash from Financing Activities : 

No material variance 

63/4 Capital Expenditure 

Provision for rollover of waste water projed and additional eledricity nehvork requirements 
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64 


Material variances between actual amounts and the final budget 


64/1 Statement of Financial Position 

Cuirenl Assets : Inwease in consumer and other debtors and lax recehrabte. increase in cash due to operational efficiency. 


Non Current Assets : Inaease in property plant and equipment due to improved cai^al spending and subsequent additions to PPE 

Current Uabi'il'es ; Increase in payables due to accelerated spending during the last quarter of the financial year increasing 

payables from exchange transaefions 


Non Current Liabilities: No material variance 

Net Assets : Increase In operal'ng sur;^s generated due tooperalional efficiency, an improvement in cash position 

and increase in PPE . 

64.'2 Statement of Financial Performance 

Revenue : Subslential ove^erfomance to traffic fines revenue as a result of accounting slatvlard imfHemenlation 

Rates revenue over estimated as a resuHof tOAer than anfidpated supplementary valuations. 
Government grants and subsidies corrected betnoen capital and operational 
Service charges underperformed. oUier revenue over performed due to actoarial adjustments 

Expenditure : Increase in employee rtiated cost as a result of post rebVement benefits conlribulions 

Increase in impairment provision as a result of accounltog slartdard implementation 
Impairments to assets not budgeted and more v.Tiie offs than antidpated 
Housing grant under performed due to molO year project 


64/3 Cash flow 

Operating Activities: More cash generated due to operabonal efficiencies 

Cash from investing ectivitles: 

Increased in capitei expemfrture on assets due to addifional allocation. 

Cash from Financing Activities ; 

Increase in borrowing as a result of na.vloan to finance capital expenditure. 

64/4 Capital Expenditure 

No material variance on total capilal spentfing 
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APPENDIX A • Unaudited 
BITOU LOCAL MUNICIPALITY 
SCHEDULE OF EXTERNAL LOANS AS AT 30 JUNE 2014 
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